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A Bitter Choice 


ee in the last week have only served to underline the strength 

of the Russian position in Berlin. The Soviet rejection of othe 
Allied Notes leaves the Western Powers, not the Russians, in a quandary 
over what to do next. The Russian offer to feed the Western sectors of 
Berlin in exchange for Eastern cutrency weakens the Allied accusation 
that it is Russia’s aim to starve out 24} million Germans. The Allies have 
been powerless to prevent the introduction. of a few more minor but 
intensely irritating Soviet traffic controls.. There are reports of railway 
lines to the Western Zones being taken up and removed. And Yaks are 
doing victory rolls over Gatow. 


It is no use minimising the Russian advantage. It is a legacy of the 
settlements at Yalta and Potsdam which created in Berlin a small Allied 
enclave completely surrounded by Soviet-occupied territory and depen- 
dent upon Russian good will for all its communications, save those in the 
air, The vital point is to assess the implications of the Russian and Allied 
positions. Even the most optimistic will have to admit that the great 
“air-lift ’? cannot be maintained indefinitely on the present scale. Day 
by day, the Allies draw nearer to the end of the present uneasy stalemate. 
The essential impermanence of the effort to supply Berlin from the air 
is not simply a technical matter—the difficulty of bringing in sufficient 
supplies when November fogs and December snows make flying difficult. 
It is rooted in the fact that it is not enough for the population of Berlin 
simply to eat. They must work as well, and in the long run they cannot 
do so if coal and raw materials as well as food have to be brought in by 
air. At some point, therefore, the air-lift will cease to be enough to hold 
the. position. 

When that time comes, the Western.Allies will be faced with three 
possibilities: to reach a compromise agreement with the Russians; to 
impose their own solution, if necessary by force; or to withdraw from 
Berlin. Perhaps the best: illustration of Russia’s present tactical advan- 
tage is the fact that, of these three possible courses, the path of compromise 
is open to the West only if the Russians choose to take it. The Western 
Allies can propose a raising of the blockade in return for this or that con- 
cession—the use of Eastern currency in Berlin, the revival of reparations 
—but if the Russians do not decide to accept a compromise, the 
Western Powers will still be exactly where they were before—blockaded 
in Berlin. 

The area of their own free choice is restricted to the two remaining 


_ possibilities—a solution to their taste imposed, if necessary, by force or 


a withdrawal. Perhaps the most urgent need of the moment is that every- 
body should realise this fact. Stalin may not push the matter to the bitter 
end—but it is his choice. If he wishes, he can force the West to choose 
between the two stark alternatives. Moreover, he can do so by mere 
passive inaction. And’since he can easily force this bitter choice upon 
the Western Powers, it is vital that they should be in no doubt about the 
consequen-es of either policy. 


If the c surse of force is to be chosen, the i factor is not so 


: much the . /etails of the solution that the Western Allies intend to impose 
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130 2 
as their readiness to go to war to enforce it. The ultimatum 
might simply cover berlin and take the form of a demand to 
the Russians to raise the blockade within a specified time. But 
if there is to be an ultumatum, it could reasonably go furthe: 
and confront the Kussians with the Allied view on Germany’s 
future as a whole—in which case it would presumably cover 
both the raising of the siege by the Russians and their presence 
at a conference table to discuss a settlement based on an Allied 
‘agenda. But the important factor would be the backing of the 
ultimatum by force. There should be no illusions on this point. 
The arrival of 60 Super-Fortresses in Britain on a “ routine 
training mission” does not constitute a threat of force. The 
Allies can bring home to the Russians the seriousness of their 
intention to make war only if they themselves are in fact serious. 
They cannot expect to frighten Stalin unless they are willing to 
go far enough to terrify their own publics. In other words, 
an ultimatum backed by the threat of force demands mobilisa- 
tion in Western Europe and the United States, the concentra- 
tion of aircraft and armour in Western Germany, preparations 
for civil defence and at least the first steps towards a war 
economy, Bluff will not work. Either the Allies must intend 
war seriously or their ultimatum will have no more force than 
last week’s Note. 

There are many sober people who openly advocate this 
course. They are driven by the conviction that Communist 
a against Western democracy will not be halted by any- 

thing short of the ultimate firmness. Sooner or later, there will 
have to be a threat to fight, and the threat is much more likely 
to be effective now than later. Morally, it is not easy to stand 
and fight at the end of a long series of retreats—and even more 
difficult to convince the adversary that you are at last in earnest 
if you have always given way before. Méaterially, it is highly 
probable that the Americans still have the monopoly of the 
atomic bomb. By far the surest way to avoid a shooting war, 
it is argued, is to win the war of nerves by not being the first 
to flinch. 

It is a courageous argument. Its risks are obvious—and per- 
haps rather greater than is obvious. For one thing, it is possible 
that the Russians are not bluffing. The war might start, after 
all, And if it did, it might not be either quickly or easily won. 
Too much reliance can easily be put in the atomic bomb. 
Russia is a vast country, not easy to knock out with a few well- 
placed bombs, as is Japan—or Great Britain. Supremacy in 
the air, even with the atom bomb, might not sufficiently out- 
weigh the great Russian superiority in ground forces to prevent 
a Russian advance to, or even across, the Rhine. The struggle 
to liberate occupied peoples might have to be long, and might 
well be pointless, so little would be left of Western civilisation. 
Perhaps the only way to exorcise this nightmare is to face it 
without flinching. But it cannot be written off as a minor risk. 

Nor is it the only risk involved in the firm policy. If the 
quarrel over Berlin is to be resolved by force, the responsibility 
for firing the first shot may lie with the West. This is one more 
illustration of the tactical strength of the Russian position. 
They can get what they want by doing nothing. To break out 
of the ring, to impose their will, to confront the Russians with 
the risk of war, the Western Powers would have to begin the 
shooting, to make the offensive troop movements, to say the 
word that would begin the carnage. Can a democratic society 
ever do that? Attacked, it will fight and win. But could it 
ever cold-bloodedly start an atomic war, no matter in how just 
a cause? Yet to enter on the firm course and falter at the last 

Yet if the immediate risks of the firm course are enormous, 
the ultimate risks of the ; ¢ are no smaller. The con- 
szquences of a wi ral are hard to assess, for the reason 
that most of them lie in the minds of men. Europe is involved 
in a war of nerves in which millions are engaged on either side. 
The humble branch secretary of a mining union in Northern 
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France is as much involved as Marshal Tito’s chief of staff ind 
all these millions. have the same calculation to: 

they dare back Russia or the Western Powers. What would 
the effect on all these anxious calchlat-ons of a severe diply 
matic defeat for the Western Powers ? Would the move 
branded asa new Munich ? Would that essential but i bk 
thing—the will to resist—be broken not only in- Westen 
Europe but among the thousands in the East who are not reoa 
ciled to Soviet Gleichschaltung ? 

It can be said, of course, that an Allied withdrawal from Betln 
would not be the equivalent of a Munich. At Munich, » 
essential strategic advantage was thrown away—the Coed 
Maginot Line and the gateway to the German rear. No sud 
sacrifice is involved in Berlin. Provided the Western Allie 
coupled their retreat from the exposed and untenable Berl 
enclave with strenuous measures to reinforce and reinsure the 
frontier along the Iron Curtain, it could be argued that = 
position would be stronger, not weaker. If a limited withdraw 
from Berlin were to coincide with the coming into force ofa 
fully implemented Western Defence Pact, signed not only fy 
the Western Union Powers but by the United States and th 
British Commonwealth, and guaranteeing the whole of 
Western Europe against Soviet attack, it might be the meam 
of securing what is otherwise still only a dream. To straighten 
the line in Germany would give greater strategic strength— 
provided the essential element of confidence were not too badly 
shattered. For even though every Berliner who Has COMprO- 
mised himself against the Communists could be brought out 
and given asylum in the West, it would still look likey 
betrayal, and a supreme effort would be needed to persuade’ the’ 
West that this was the last retreat. 


* ae 


It is, then, a very bitter choice that the Western peoples may 
have to make. It is not the purpose of this article to say what 
the choice should be. Frankly, we do not know. The Westen 
countries have blundered into this crisis and are only just % 
ning to realise the intensity of the dilemma with which 
are faced. They have every right to be furiously angry 
the so-called leaders who put them there. But anger will not 
get them out. Only hard thought and high courage will do that 
And it is fortunate that the air lift gives them time to think. — 

One thing, however, can be said at once. Neither 
will work without vastly more unity and decisiveness among 
the Western Powers. If they are going to fight, they must hart 
a combined strategy and a uniform will. If they are 
to withdraw, they can hope to avoid a collapse of their a 
policy only by a really convincing display of solidarity and 
purpose. ‘Yet what do we see? We see the Foreign Ministers 
of Western Europe, in conference at The Hague, co: 
one set of discussions on the questions of Germany 
General Clay flies off to Washington to conduct another 
hear’ Mr Marshall talking austen ounces er oa 
ment is for standing firm and remaining in Berlin at all cost 
Nor is it only on Germany that there is lack of unity 
Clear leadership. The wider outlook for general po 
sabiniy Wh the Weare’ Gord i eget oboe tak aan 
tain. We see the French Government falling and the America 
public concentrating its attention on the electoral scree 
see Mr. Bevin damning with the faintest of praises M. Bida 
attempts to make some progress towards Western Union. 
not in this confusion of purpose and counsel that d : 
emerge clear, vigorous and convincing enough to save the cause 
of Western ” 3 

The choice may not have to be taken at Berlin for s i 
months yet. There is time for it to be very carefully cc dered. 
But what is urgent is that all the governments ad i ui 
peoples of the West should stop playing’ politics and teat# 
very serious situation very seriously. = 
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The New. Territorials 


N the autumn the Government will launch a campaign to 
attract recruits into the ‘Lerritorial Army. The public 
nas not yet understood the radical change in the functions and 
form of the Territorial Army that is taking place, although 
on such an understanding the success of the campaign depends. 
In the past, the Territorial Army was designed to take the field 
in war as a second line of defence and was reckoned to have six 
months in which to make ready. Now it is to be part of one 
national army always ready for action. In fact, neither in 1914 
nor in 1939 was the Territorial Army given such a breathing 
space, for its best units sailed overseas within two months of 
general mobilisation. What was to have been a second line 
of defence became an integral part of the first, because the 
Regular Army was.too smail to function alone. 

The lesson has new been learnt and the decision to retain 
conscription in peace time has brought a transformation. The 
vriginal conception of two armies—the small, regular long- 
service Army to provide an expeditionary force and to hold the 
jine in the opening stages of a war, backed by a Territorial 
Army to be trained and expanded during war—has given place 
to the idea of one effcient National Army. This is to be com- 
posed of three parts: a Regular cadre; a National Service 
element ; a Territorial Army. To this end the Territorial Army, 
which had been allowed to die in 1945, was re-formed in May, 
1947. Various new factors have had to be taken into account 
m planning the National Army; the withdrawal from India 
and the loss of the Indian Army ; the introduction of National 
Service, carrying with it liability for six years’ service as a 
reservist in the Territorial Army ; the need for instant prepared- 
ness against methods of attack by air, which are likely to give 
little time for the building-up, training and despatch of the 
main land torces. 

Certain basic principles have had to be observed by the 
architects of the National Army. Its foundations must be built 
on the high technical quality of training in the Regular Army 
and its improvement in the Territorial Army ; on the provision 
of elaborate air defence for Great. Britain; on a reserve of 
trained and disciplined men built up by instructing the largest 
possible number of National Servicemen ; on the availability 
of a small, efficient and properly equipped regular ferce ready 
in peacetime to proceed oyerseas at short notice ; and on forces 
which can be semt everseas on mobilisation, ahead of the main 
part of the National Army, without destroying the machinery 
for expansion of the main land forces.. To fulfil these principles, 
all three parts of the National Army are equally important. 
The Regular soldier. will. man. garrisons. and communication 
centres abroad and provide the leadership for the Colonial 
forces. He will provide the cadres for the tactical and technical 
training of National Servicemen and Territorials. The National 
Serviceman will provide much of the overseas forces of occupa- 
tion and contribute the bulk of the trained Territorial Army, 

Clearly neither the Regular soldiers. mor the annual batch of 
National Servicemen, during their period of colour service, can 
by themselves provide more than a fraction ..of the forces 
Tequired for national, imperial and European defence. Forces 
On the scale needed can only be provided from a reserve on 
a part-time, or territorial, basis. For, on the outbreak of war, 
the. Territorial Army must be ready to man_immediately the 
Seater part of the country’s, anti-aircraft defences and to pro- 
Wide the reinforcements in, those arms required at ports and 
aitfields overseas. It must also have a field force, properly 
Palanced and complete with all modern technical units. It 
Must be ready to help in civil defence at home... ... 
These tasks and. responsibilities are great ; if they are not 





to remain mere definitions on paper, much has quickly to be 
done to master them. The material is to hand; just as the 
functions of the Territorial Army have develcped, so have the 
types of men available. Many of those officers, warrant officers 
and senior non-commissioned officers who have already enlisted 
are men of outstanding quality, with recent wartime experience. 

It will always be necessary to have this element of enthusiastic 

volunteers to supplement the leaders and instructors who can’ 
be spared from the small Regular Army. That instruction and 

leadership should be of high quality is essential, because 

entrants into the Territorial Army will in future be men with 

one year of National Service behind them, not raw recruits 

scarcely knowing one end of a gun from the other. They must 

be turned in their sparetime from semi-trained into fully-trained 

soldiers, for whom the Army is a part-time career. It is not 

enough to look upon the six years in the Territorial Army as 

a “refresher,” or even a “ finishing ” course. 


* 


The task of training that faces the Territorial Army of the 
future may be judgea irom an anaiysis ot how littic can ve 
acaieved in the National Serviceman s first year of training wita 
the Kegular forces. Furst, he goes through a course of basic 
training, during which he learns the elements of ali soldiering. 
He must learn to march ; he must be made hardy and tough, and 
able to look atter himseif. He must know how to use rifle, 
Sten gun and mortar, under battle conditions. In some cases 
his whole elementary education needs revision. At the end 
of his asic training he can choose which branch of the Army 
he wishes to enter, and the aim is to put him into an arm or 
unit which has a Territorial counterpart in his home town. 
If he chooses the infantry, he will serve 38 weeks with an 
infantry battalion in the British Army of the Rhine, during 
which he will do platoon training, company training and batta- 
lion exercises with supporting arms. Outstanding men may 
attend courses in one of the Guards leader-training battalions 
or go before a War Office Selection Board and, if they pass, 
be sent to an Officer Cadet Training Unit. A National Service- 
man who is posted to one of the technical arms (for example, a 
signaller) will, when basic training is finished, be sent to BAOR 
and straight into a signalling job, thus becoming part of the 
army right away. The anti-aircraft man will probably spend the 
whole of his year in the United Kingdom, and the tradition of 
AA batteries in the last war has probably left training in this 
arm better than in any other. 

So far, so good, but the Regular Army has yet fully to 
appreciate that this one. year of colour service for the National 
Serviceman will be useless unless it is treated as part of a 
seven-year course. The all too short year has to be made a 
period of interest, endeavour and enjoyment, if ex-conscripts are 
to emerge as keen young soldiers on the ladder to promotion. 
And the prospect ahead must be not a minimum number of 
drills and wearisome compulsion, but a chance of treating the 
Territorial Army as a worth-while part-time career, 

Good officers and NCOs are essential for a good army ; it 
is therefore vital that potential leaders should be picked out 
during their year of National Service at 18 and specially prepared 
for the role of leadership in the six years which follow. At 
present the selections of the War Office Selection Boards repre- 
sent only a small proportion of the officers required to man the 
Territorial Army. Too many intelligent and highly educated 
boys are being allowed to earn stripes during their National 
Service year by joining the Army. Education Corps or by 
becoming clerks ; this ensures that they will reach the Terri- 
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torial Army with no experience as non-commissioned infantry 
officers and in a mood of boredom and impatience. A year ot 
intensive and imaginative training, with the firm hope of pro- 
motion in a specialist arm, should turn out a sufficient number 
of National Servicemen ready to fulfil their Territorial duties 
with zeal and pride. That training is still to be organised. 

Even then much will depend on the attitude of the people 
around the National Servicemen and the new Territorials. 
The general public will have to consider what is to be their 
attitude to the men performing their six years of part-time 
service in drill halls and summer camps. Is it to be hospitable, 
helpful and sympathetic as during the war? Leaders of the 
educational, athletic, technical and cultural life of the country 
will have to consider how they can contribute to the amenities 
the National Serviceman will need. At every turn he will have 
claims on the national resources. The new Terri:orial Army 
will need training areas, accommodation, equipment, generous 
allocations of money for pay and training, and more to eat— 
all on a scale unknown before the war. Accommodation so far 
is scarce and costly. Scattered sparsely about the country are 
the training centres of the Territorial Army—drill halls, huts, 
sheds, prisoner-of-war camps—even pigsties and morgues. 
Shortage of transport makes attendance at the more dispersed 
training centres extremely difficult. There will have to be 
full co-operation by local authorities and brilliant improvisation 
by local associations if the difficulties are to be overcome. 

Then there is the old prewar problem of deficient equipment, 
one of the main causes of slow recruitment and inadequate 
training. It is time that the Territorial organisers had assur- 
ances from the War Office on this score. The same is true of 
pay. Each unit has to have some full-time civilian employees, 
such as clerks, store-men, instructors, technical mechanics, 
limber-gunners. Their present rates of pay compare unfavour- 
ably with civilian rates and will not attract experienced men. 
The training and employment of women for some of these jobs 
is an obvious but only partial solution. 


Musicians’ Strike ’ 


STRIKE which threatens to reduce the nation’s broad- 
A casting by nearly fifty per cent clearly involves in a most 
direct fashion the public interest. But the issue between the 
BBC and the Musicians’ Union is one on which in the past 
little information has been available and the public is left 
wondering whether to regard the BBC as a stony-hearted, 
blood-sucking public corporation “without soul to save or 
bottom to kick” or whether to believe that the Musicians 
Union in this country is now determined to follow the lead 
given by American musical unionism—led by the notorious Mr 
Petrillo—and virtually to deprive the British public of music 
altogether. 

The immediate cause of the strike is a wages dispute. 
Broadly speaking, the musicians ask that the existing minimum 
rate for “ casual” studio broadcasts should be raised from £2 
to {2 10s. The BBC has refused this request on the grounds 
that, for th> first time, the BBC would be expected to pay a 
higher minimum wage than is demanded of outside concert 
organisers. The Governors are not prepared to vary BBC 
=inimum wages from those prevailing in the country generally 
and deadlock has been reached. The uhion has told its 
musicians not to broadcast after August 1st and even though 
orchestras employed on a full-time basis by the BBC are not 
affected, they may be withdrawn later. (The Musicians’ Union 
covers 99 per cent of the orchestral and band players in the 
country.) 

The immediate cause of the strike is not, however, the only 
point at issue between the BBC and the Musicians Union. The 
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There is the old and vexed question of grants. The 
manding officer of a unit has a training grant out of whi 
pays his officers and men for all week-end camps and amy 
courses which they may attend. The demands on this grant 
are especially heavy among rural units, for whom it is More 
convenient to do most training at week-end camps, which’; 
encouraged by the War Office. Training grants this year , 
so small that they only allow to a unit one assembly of approxi 
mately 120 officers and men. It seems wrong that a unit which 
has made a promising beginning in its first year should be 
hamstrung by financial need at a time when the Wa 
Office is planning to spend money on a nation-wide 
recruiting drive. 2 

To ensure that the Territorial Army gets off to a good: stan 
there is an immense amount to be dons. There are less thay 
eighteen months in which to do it, as the first National Service. 
men will reach. the Territorial Army on January 1, 19§9 
Important as the planned recruiting drive may be, it is certainly 
not more important than the preparations needed for receiving 
these thousands of young men. The experience of many intelj. 
gent National Servicemen is that their present training is ag 
preparing them for the six years’ further training as reservist, 
The impression of many experienced men in the Territorial 
Associations is that they will fare badly in the scramble fr 


accommodation, money and facilities against national health, @ 


education, civil defence and other authorities. Most employes 
have not begun to understand what the new Territorial system 
may demand of them in the way of extra holidays, time off and 
other concessions. In fact, there is an immense amount tot 
done by public discussion, both national and local, to establish 
the claims of the new: Territorials among the priorities which 
are regulated from Whitehall. If the National Army is tok 
efficient and command the loyalty and enthusiasm of its com 
script officers and men, then it has to be fitted into national 
and local life with the greatest care and imagination. » 
process should be begun now. 


Re 


disagreement can be considered under two heads—wage ds 
putes and disputes over the use of the mechanical reproduction 
of music. The differences on wages cover a number of minet 
points, but the two chief issues are the minimum wage rates 
discussed above, and the question of payment for the relaying 
of outside broadcasts. In the past, the BBC has frequent) 
put 2 microphone into a concert or an opera or a 
comedy which was being given under other auspices. Th 
broadcast thus laid no extra burden on the musicians and if 
volved no effort they would not have made in any case. F 
years the BBC paid each musician 12s. 6d. as a “ relay fee” 
in return for the right to reproduce the concert—or play # 
opera—in which he played. After the war, however, tht 
union demanded that the relay fee should be equivalent t 
the sum the player would have received, had he broadcat 
from a studio at the BBC’s special invitation. The BBC the 
offered to double the relay fee, but the Union turned the off 
down. The result is that since the beginning of the yeh 
listeners have been deprived of almost all outside broadcastifif 
of music. The effect on the broadcasting of opera has 
particularly disastrous. 4 
Wage disputes are probably of less interest to the call 
public than the other point at issue—the question of the . 
nical reproduction of music over the radio. This point 
both the BBC’s own recordings, made in its own studios, 
the use of commercial gramophone records. THe Ms 
Union are utterly opposed to music being relayed by ai 
except a live orchestra. They regard any mechanical repre 
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tion as a method of depriving musicians of work they would 
otherwise have obtained, and they have now succeeded ‘in 
reducing drastically the amount of recorded music broadcast. 
No BBC programme may be recorded and repeated if it con- 
tains more than twenty minutes of orchestral playing—with the 
incidental result that programmes such as the Promenade Con- 
certs cannot be repeated’ on another wavelength—and the 
union has reached an agreement with the gramophone com- 
panies whereby the number of hours during which the BBC 
may broadcast gramophone records falls each year, to reach 
in the not teo distant future the very small figure of ten hours 
a week on all programmes combined. Such restrictions limit 
absolutely the amount of music broadcast and do so with special 
effectiveness when, as is the case today, insufficient studio space 
is available for “live” broadcasting. 

These, then, are the main points at issue—two wage 
disputes and two questions of mechanical reproduction. There 
are others, but if these chief points could be solved, the rela- 
tions between the BBC and the Musicians’ Union would be on 
a sounder basis than they have been for some time past. 
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tresponsibilities—these are not for one moment taken into 
account. The sole reason why the BBC is being asked for a 
higher minimum wage than the minima required trom commer- 
cial companies is that commercial concerts could not now be 
organised if wages were higher. The economic limit has been 
reached. The union regards the BBC as having no economic 
limit. The fact that one tenth of its annual income is already 
spent on the musicians means little. The possibility that the 
BBC may need to protect the licence holders’ money means 
even less. 

The second difficulty is that the Musicians” Union—unlike 
the old medieval guilds such as the Master Singers—cares 
nothing for standards. As one distinguished mus.cian put it 
ruefully “To be in the union you no longer have to be able 
to play the clarinet. You only need to know how to hold it.” 
This disregard for professional capacity closely affects the 
union’s attitude towards mechanical music. Since it takes no 
account of standards, it argues that a bad concert broadcast 
“live” is better than a good concert broadcast on records and 
that mechanical music robs musicians of work so long as there 


is net . are any unemployed musicians on the union’s books—irrespec- 
ervists, tive of whether they can play with the required skill. There 
‘ritorial The chances of a settlement are, however, prejudiced by the is thus no objective artistic standard to which negotiators can 
ble for character of the two parties to the dispute. ‘Fhe Musicians’ appeal. 

healt, S = =©Union has been in existence sin¢e’ 1893, but it is only in the last Negotiation is also handicapped by the lack of central 
'ployers twenty years that it has succeeded in organising the whole of authority in the union itself. The General Secretary is very 
system the profession, This fact is important, for it helps to explain much the servant of the Executive Committee, composed of 
off and much in the attitude of the union to the two questions of branch representatives from all over the country who tend to 
it tobe wages and of the mechanical reproduction of music. Before vary from year to year. This fact, coupled with the Com- 
tablish the union became a strong bargaining body, the musical mumist tendencies of some of the most influential members, 
s which profession was undoubtedly underpaid, preyed on by _ has led to a fluctuating and often irresponsible leadership. 
is tobe 


employers and exposed to every sort of exploitation. Organisa- There are also difficulties and obstacles to be overcome on 


tion has brought it great and entirely justified advantages and 
the loyalty of the ordinary musician to the union is consider- 
able. At the same time, the growth of the union’s real powers 
has coincided with the extension of mechanical musical trans- 
mission, of which the chief example is the sudden coming of 
the talkies which, coinciding with the onslaught of the great 
depression, threw thousands of musicians out of work. This 


the side of the BBC... The Corporation had to fight to estab- 
lish itself and many of its officers still see life as a battleground 
with musicians, authors and dramatists as the recalcitrant foe. 
It should be said that the result has not been any lack of 
generosity. On the contrary, the rates paid by the BBC tw its 
regular orchestras are probably the highest in the world outside 
the United States (the minimum wages paid for casual broad- 


& memory of disaster is quite sufficient to explain the union’s casting are not representative since any performer of standing 











“s profound distrust of mechanical music. The belief that it is in fact paid a higher rate). Something like {1,000,000 has 

age dis deprives musicians of employment is not a myth. It is a fact been paid over to the musicians in the last year and the employ- | 
oduction of painful experience. The underlying attitude of the union ment of musicians on “live” broadcasting has doubled since . 
of minor is thus far from unreasonable. The question is, however, 1939. None of these facts appears to weigh with the union, 
ze rates, whether the union is responsible, reasonable and flexible enough but they add up to a case sufficient to discount any idea of 

relaying to abandon these attitudes when they are no longer justified. the BBC as a skinflint employer or as 4 user of mechanical 
equently Unfortunately, this is not the case, There are three reasons music to the detriment of living. musicians, What is true, 

musical why the union is proving an unreasonable negotiator. The however, is that its mood in negotiating is not always fortunate. 
es. Th first is that it recognises mo wider function or respon- As one. musician put it, “ the BBC can give concessions as 
; and it sibility than that of securing higher wages. The interests of though it were a slap in the. face. Relations. have. been 
se. For the public, the need to increase the output of music, artistic olympian and remote and on some issues the BBC has not 
lay fee” 
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moved with sufficient speed, For instance, since the 12s. 6d. 
rate for relaying can, in the BBC’s view, at once be doubled, 
the union is not entirely unjustified in claiming that it has 
been too low for years past. Moods and manners can be 
decisive in negotiation and the BBC may not always have 
seemed the good employer which on its actual record it deserves 
to be thought. 

Given these difficulties and misunderstandings on both sides, 
what can be said of the immediate issue—the strike which may 
begin on August rst and the controversies which form its back- 
ground ? The first point is that the BBC can hardly be 
expected to give way. The musicians’ demands could add 
another quarter of a million to the budget at once and would 
open the way to further demands. Moreover, concessions on 
this single wage issue would be particularly unwise in view of 
the completely negative attitude of the union on all questions 
of mechanical reproduction. But to say that the BBC should 
stand firm is not to say that the community can remain un- 
moved while some of its chief sources of entertainment are 
cut off. Since direct negotiations have failed, there is a strong 
case for taking the whole field of relations between the BBC and 
the Musicians’ Union to arbitration, for what is needed is not 


Across the Iron Curtain 


UST a year ago the governments of eastern Europe came 
to heel at Mr Molotov’s whistle, turned their backs on 
the offer of Marshall aid then being made in Paris and moved 
towards Moscow to see what might be got there instead. 
They have been looking over their shoulders ever since, not 
because the Soviet Government has been notably dilatory or 
hard-fisted in assisting their economic plans, but because they 
are ambitious and in a hurry. In ten years’ time maybe, the 
Russians will have machinery and tools to spare for their 
neighbours ; but only western countries like the United States, 
Britain and Switzerland can deliver now or in the immediate 
future the raw materials and equipment with which Czechs, 
Poles and their neighbours might fulfil the plans of reconstruc- 
tion to which their governments are committed. Through 
trade delegations, through cautious public statements, through 
the Economic Commission for Europe at Geneva, through 
diplomatic channels come appeals to the West to help—with 
credits and with trade. 

To such appeals the West is not nearly so indifferent as it 
would like to appear. The men planning the revival of West 
German industry ask for nothing better than to resume the 
prewar exchanges of its products for eastern food, which 
might lighten the tremendous obligation to earn dollars which 
will fall on German trade when the European Recovery Pro- 
gramme ends in 1951. British programmes for housing, live- 
stock production, and bacon rationing could be made to depend 
increasingly on timber and food production in eastern Europe. 
More than one western country wants Polish coal, and even 
the United States would be glad of Balkan contributions to its 
stockpiling of ores and metals. In spite of the split across 
Europe, in spite of the political tensions of the last six months, 
the old pattern of trading relationships between East and West 
struggles to reassert itself. And the men who are to begin 
shortly in Paris the long-term planning of Western recovery 
with American aid will soon have to decide two things: ho 
much of the pattern .can, in fact, be restored, and how much 


of it they—and the East European Governments—want to. 


restore. They have to start from the fact that a renewal of 

cast-west trade within Europe was one of the central assump- 
tions of the: original Marshalj Plan, .and that even the. later 
Harriman Report staked great hopes on increased European 
food production, in which the East would. play the principal 
10-€. 
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this or that increase in wages but a modus vivendi between tm 
bodies in whose peaceful co-operation the public. is ying) 
interested. A comprehensive settlement might. well in shade 
increases of pay for certain skilled categories of musician gy} 
this in itself might be an encouragement to higher professign| 
standards among musicians, A new agreement on mechanig 
musical reproduction might also be based on. the premise th 
the public must get as much music as possible and thar th 
BBC should be empowered to satisfy this demand to the fulleg 
degree, by both “ live” and mechanical broadcasting, provids 
mechanical reproduction does not exceed a certain proportig 
of the live transmissions. A joint consultative committee migh 
be set up to discuss matters of mutual concern and to engup 
that the two bodies do not only meet when a dispute is per 
ing. But all these possibilities, desirable in themselves, wi 
be hard to realise unless the Musicians’ Union can acquires 
sense of responsibility both to the public which it serves 
to the artists whose professional standards it should 

raise. The application of restrictive trade unionism, has 
trous consequences throughout the national life, but it : 
to imagine anywhere where its effects are more noxious 
deadening than in the sphere of the creative arts, 


£88 24 


That the whole prewar pattern will not be restored inthe 
predictable future is as certain as anything can be. Eastem 
Europe has new hopes and ambitions, fired not only by Russia 
and Communist encouragement, but by a widespread fear@ | 
German revival and determination never to return to the dé 
pendence on the German market which grew up in the ‘thirties, 
How far these ambitions and hopes can take the seven stalts 
situated between Germany and Russia it is still hard to 
But the main trends are already appearing, and one of | 
most important of them stands out clearly from the seriesd 
articles on food production in eastern Europe which is a 
cluded in this week’s issue (p. 148). The writer of thee 
articles visited all the Communist-governed countries except 
Rumania and Albania, and everywhere he found the same leat 
ing aim: to industrialise, to raise standards of living, to brim 
the best administrative and technical brains into the towls 
to work away from growing cheap primary foodstuffs towatt 
the processing of more expensive farm products and the sowilg 
of industrial crops. “lh 


This aim comes out clearly in the various national pla 
In every case the targets for industrial production, caj 
equipment, development of power and urban buildi 
higher than those for sowing, breeding, equipment and mecha 
sation in the countryside. In fact, it is difficult to avoid 
conclusion that the East European governments may on 
for some years—if not indefinitely—any special effort to pr 
duce important grain surpluses for export. It is bound to com 
as a shock to those who have counted on those surpluses t 
reduce Western Europe’s dollar expenditure and have 6 
thinking in terms of the position in 1938, when fifty per ¢ 4 
more of the exports of every east European country (exo f 
Czechoslovakia and Austria) consisted of agricultural prc cut 
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and only twenty per cent or less of manufactured goods & 
machinery. It is true, of course, that efforts will be made 
improve. yields per acre ; but on present plans such improw 
ments will take second or third place to what is planned for } 
towns and the factories. y 


bce then io a factor to be weighed nd judged by al is 
European planners in. Paris. Is any Bers ie 
appear, permanently or temporarily, as an important pt 7 
of food for the West? Are the t trends in this di 
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could the Western Governments make it worth while for the 
Eastern Governments to take.a European view of their/agri- 
cultural policies ? These are questions which ERP delegates 
and their Foreign Ministers should tackle without delay. 

There is another trend visible in the economic development 
of Eastern Europe which makes such action desirable. The 
Russians have developed their economic relations with the 
seven satellite countries on an unprecedented scale. Occupa- 
tion in the closing stages of the war, the role of Communist 
Parties in the new regimes, the organisation of reparations 
from Hungary, Rumania and Bulgaria—all. provided opportu- 
nities for the Soviet Government to influence the framing of 
national policies, In the last year, the progress of ERP in the 
West has made it politic to offer some comparable benefits 
from Moscow. The result has been a. marked expansion in 
Russian trade with the satellites, which before the war was 
insignificant. 


Lately, the expansion of trade with the West has caught 
up with this movement and Russia’s share in Eastern Europe’s 
growing exports and imports has been decreasing. But in 1946 
—the year when most of the present national economic plans 
were being drawn up—Hungary was taking 49 per cent, Poland 
63 per cent and Bulgaria 81 per cent of its imports from the 
Soviet Union ; the proportion of exports going to the Soviet 
Union was for Hungary 45 per cent, for Poland 50 per cent, 
and for Bulgaria 64 per cent. And this eastward trend has 
been strengthened by a series of short-term bilateral trade 
agreements between Russia’s neighbours. The result in 1947 
was that last year Bulgaria sent 87 per cent, Czechoslovakia 
18 per cent, Poland 40 per cent and Rumania 90 per cent of 
all exports to Russia and satellite neighbours. 


Some features of what would seem at first sight to be a 
movement towards autarky within a Russian-controlled Eastern 
sphere can, in fact, be explained by the special circumstances 
of the postwar years. In 1945 the German buyer and provider 
had disappeared and there was no one to take his place. Russia 
could fill the gap only to a very limited degree. Trade and 
production could be revived only by strenuous regional efforts 
culminating in a network of bilateral pacts. There was no 
currency available for multilateral trade. Reconstruction needs 
and the aspirations of the populations made improvisation 
inevitable, 


* 


In short, many of the present economic trends in Eastern 
Europe can still be explained without assuming that there 
yet exists a master plan to make the whole area subservient 
to the long-term needs of the Soviet Union. On the contrary, 
evident though it is that the plans of Prague, Warsaw, Belgrade 
and Budapest are being roughly coordinated in certain respects, 
it seems likely that Russian long-term intentions are not yet 
fixed. Trade by the satellites with the West—notably by 
Czechoslovakia—is encouragéd as the only means of bringing 
eastwards the desperately needed machinery and raw materials 
for industrialisation. The picture is of the Soviet Union and 
its neighbours intent on getting as smoothly as possible through 
the next five years, leaving the permanent shape of east-west 
trade relations to be worked out later. 


The weakness of Eastern Europe in the present stage js only 
too apparent. It is buying from the West much more than it 
can sell. Together with the Soviet Union, it) is ‘sending 
about $700,000,000 .worth of. exports westward against 
$1,250,000,000 worth of imports. To, meet that deficit it 


heeds to export greater food and mineral surpluses, But to 
devote the necessary manpower, capital, transport and machi- 
ety to producing those surpluses would mean reversing the 
dilemma is a baffling one: without imports from! the “West— 
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no industrialisation ; without surpluses of food and raw mate- 
rials for export—no impérts from the West. 

There are some who afgue that this dilemma is a weakness 
in the Russian position which should be exploited for political 
purposes. They regard all machinery and manufactured goods 
sent behind the Iron Curtain as increasing the military strength 
of the Eastern bloc, They urge Western Governments to put 
the screw on these countries and let them see all what they 
lost by not joining the Marshall Plan. The arg-ment is 
dangerous ; if such a policy were tried, the Communist 
Governments of the East—Russia. included—have the power 
and the will to face the consequences and make their popula- 
tions accept them. National plans would not be abandoned 
but stuck to with grim obstinacy. There might be a real effort 


towards the regicral autarky which it is in the interest of the 
Western Powers to prevent. 


* 


There are cogent reasons for arguing that the strong econo- 
mic cards held by the West should be played in a more patient 
and long-sighted way. But they cannot be so played until 
there is an attempt to plan a West European policy for trade 
with the Eastern group. Each group has now the machinery 
for joint planning and consultation, more advanced in the 
West than in the East. Each needs the help of the other in 
its production and import programmes for the next four years. 
OEEC in Paris needs detailed assurances about East European 
food and raw material supplies ; the Eastern delegates at ECE 
in Geneva want detailed assurances about the West European 
machinery, fertilisers, chemicals, raw material that will be 
available. This being so, is it out of the question that the 
planners of ERP should invite the planners of Eastern Europe 
to confer on matters of common interest? Why should not 
a delegation from the Sixteen in Paris ascertain from Eastern 
Europe what food will be on offer between now and 1952; 
and discuss the possibility of long-term contracts and purchases 
between the ERP countries as a group and the Eastern coun- 
tries as a group? And why should nor delegations from 
Eastern Europe ascertain from OEEC what surpluses in capital 
equipment, steel, oil, chemicals, cotton and wool might be 
made available against the promise of food supplies ? 

Politically, as well as economically, such a method of working 
offers obvious advantages. No Western Power—not even 
America or Britain—can hope alone to influence internal ~ 
economic policies in eastern Europe by negotiation with each 
individual capital. The Sixteen Western governments working 
together could. If there is to be any serious attempt to 
restore what was good in the prewar economic pattern 
of Europe and to find good substitutes for what was 
bad, it can hardly be done under a system which makes the 
allocation of American food deliveries and raw materials the 
business of sixteen governments working in council, and the 
allocation of East European deliveries a matter for individual 
governments competing against each other through dozens of 
short-term barter arrangements. 

If no such concerted approach to Eastern Europe is under- 
taken, the trends which have been described may harden into 
fixed policies harmful to the economy of all Europe. If the 
trend of agricultural policy is to be away from large food 
exports, then one of the main assumptions of ERP will have 
to be re-cast—and that is surely. urgent business for OEKC, 
If the trend of economic policy generally is'to be towards closer 
association with Russia—perhaps eventually towards virtual 
self-sufficiency—then the problem of making Western Europe 
{and above all, Germany). independent, of dollar. aid would. be 
imm y increased. Both the political and. the economic 
situation in Eastern Europe now offer opporttnities for imagi- 


native ‘ad long-sighted statesmanship by America, Britain and 


their associates in ERP. 
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NOTES OF 


Western Union Marks Time 


No conference should be judged by the communique put out 
at its conclusion,. but it must be admitted that the note issued 
after the Five Power Conference at The Hague was more than 
usually disappointing. Of the five points covered, two were the 
great. bromides of international conference—the Five Nations’ 
determination to defend their independence and to work together 
within the framework of the United Nations; a third simply 
mentioned the fact that they had reviewed the work of the 
permanent commissions set up under the Western Union Pact, 
and a fourth referred to their determination to carry economic 
and financial co-operation further. One point only left the field 
of generalities. The Foreign Ministers announced that their 
attitude was “completely at one” on a number of current 
problems, “including Germany.” 

If there were no more to be said of the conference than that 
its communique is, even for routine communiques, remarkably 
barren, its results would not necessarily lead to disappointment 
and alarm. More light has, however, been thrown on tiv real 
content of the discussions by M. Bidault’s attempts to compel 
his fellow Foreign Ministers to advance more rapidly and more 
courageously along the path of Western Union. M. Bidault 
brought to their attention proposals some of which had been 
advocated at the unofficial Hague Conference on European 
federation. He asked them to consider whether they might not 
support the establishment of a federal parliament for Europe 
and create a sub-committee of the five Western Union Powers to 
work within the Organisation for European Economic Co-opera- 
tion at Paris, in order to bring about an economic and customs 
union as a kernel of later European union. 

One cannot blame the other Foreign Ministers for approach- 
ing cautiously the question of summoning federal parliaments. 
What seems inexcusable is their almost completely negative re- 
action to M. Bidault’s second proposal which, if there is any 
meaning at all in the often proclaimed ideal of closer economic 
integration, is eminently sensible. European economic co-opera- 
tion has hardly left its swaddling clothes. If any of the advances 
to which the five nations subscribe are to be secured, joint action 
within OQEEC is obviously the most hopeful way of setting to work. 
Mr Bevin’s cold reception is particularly hard to defend. Does 
he or does he not take seriously his own support for the idea of 
Western Union? Hitherto it has been possible to attribute the 
uncertainty in the British reaction to confused thinking. The 
rebuff to M. Bidault suggests that the sincerity as well as the 
clarity of British policy is open to doubt. 


x * * 


France in Search of a Government 


President Auriol has declared that the authority of the Re- 
publican State must be restored and thar a “ limited and concrete 
programme of action” must be carried out by “men of rigid 
will,” but there is little likelihood of France receiving for the 
summer holiday anything like a.strong coalition government. 
The best that can be hoped for is ancther Third Force Cabinet, 
patched together in a slightly different pattern from the last 
and undermined by the resentment which the MRP feels against 
the Socialists on many counts. At the moment it looks as if the 
job will have to be done by the Radicals. 

It is. difficult to comment with moderation on the action of the 
Socialists in forcing a government crisis on France at this 
moment. The blame must be passed right back to their party 
congress which, well aware of what the international situation 
might demand of the French forces, thought it might court 
favour with its dwindling supporters by imsisting on cuts in the 
defence estimates of 313 billion francs. The estimates are of 
course huge and form a third of the total budget, bur if France 
is to play the role which its statesmen demand an effort of this 
scale has to be made. Moreover, the Socialists must see quite 
clearly that only the extremists to Right and Left gain by a 
quarrel on such an inappropriate issue between the two parties of 
moderation. As it turned out, the Socialist action left M. Bidault 
out on a limb at The Hague pone tana of the Brussels Powers, 


THE ECONOMIST, July 24, 


THE WEEK 


Fly Commonwealth 


Fly Commonwealth has temporarily replaced Fly British ® 
the basic policy for British civil aviation. This is the essence @ 
Lord Pakenham’s comprehensive survey in the House of Lor 
Wednesday. The Tudor II has finally been rejected as apy 
senger aircraft for the British Air Corporations. _Twe 
Canadair IV’s—an American Skymaster airframe built in 
and fitted with-Rolls-Royce engines—are to be acquired to’ 
the gap the Tudor should have filled. Flight trials of” 
Tudor II by the Experimental Establishment at Boscombe Dowp 
have shown “ unexpected and disappointing ” results, 
This gloomy verdict tallies with the final report of the 
mittee of Enquiry into the Tudor aircraft* which was pubhis 
on Tuesday and makes even more melancholy reading than the 
earlier report of the same committee. Delay in the production 
the Tudor II, it is considered, arose from three main causesj7f 
was necessary to await the completion of aerodynamic invesnig 
tions into the Tudor I, so that any improvements desired Ga 
be incorporated in the Tudor If. Secondly, there was a failam 
to determine in good time financial responsibility for the proje 
as a whole and particularly for the alterations required by : 
Thirdly, changes in requirements imposed by BOAC. resultg 
in loss of much time. . The Corporation showed an exasperé 
fickleness and total incapacity to comprehend that the funetion 
of an interim type is to operate as soon as possible even if fe 
windows are round instead of square, which passengers apparently 
prefer, or if the furnishings are less tasteful than desired. |. 
The Report does not entirely acquit A. V. Roe, Ltd. The atm 
dynamic soundness of the original design was open to question sf 
the structural weight of the aircraft was under-estimated. Th 
being so, it is all the more regrettable that the makers did not mom 
strenuously resist the continual alterations and modifications put 
forward by the operators. | For they all increased the weigh 
of a machine which was in any case considerably heavier tha 
planned. It is astounding that none of the parties concernéd= 
the operators, the constructors and the Ministries of Supply and 
of Civil Aviation—faced the implications of the obvious, 
that, as weight increased, so performance would suffer. If mi 
had been done and precise requirements drawn up, the desi 
would have been better able to calculate the endurance and 
of aircraft most suitable for the proposed routes, and a limit set® 
permissible design changes and weight increases. & 
In the event, not only was the development of the Tude 
delayed an unconscionable time, but the changes that caused 
also made it too heavy to operate with reasonable efficiency on i 
routes for which it was designed. Of the 43 Tudor ITs under 
struction, up to 21 will be converted into Tudor IVs for use® 
freighters by BOAC and BSAAC and 3 will be used for research 
Thus all the work will not be wasted and fewer workers will hart 
to be dismissed than once seemed likely. : 
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Thus ends a melancholy chapter in the history of British al 


aviation. But its main theme will only unfold.as the modified 
fleets of the long-range Corporations come into operation, a 






















BSAA’s 19 Tudor IVs take the air, and as BOAC’s 11 
tions afe joined by 22 Canadair IVs, 25 Handley-Page Her 
and 6 Boeing Stratocruisers. Yet this next chapter, too, wil 
amount to little more than-an extended preface. The real. sto 
will begin only when. the postwar British types take the ai 
the middle 1950s. What guarantee is there that i: will be 
even then? ‘The Tudor fiasco is only the symptom of faulf 
organisation. Unless this is remedied, the sorry tale may } 
repeated. The main lesson is that civil aviation cannot be 
by bureaucracy, and it is not yet apparent that this lesson has bet 
learned. The recommendations of the committee of indepen 
experts under Mr Hanbury Williams will be awaited with intef 
* *x *« x ee 
Reprieve for Hanging - 
_ As was expected, the House of Lords on Tuesday 2 
jected the Government’s compromise clause attempting ¥ 
classify murder into two degrees—more ‘heinous, wilt 
rae oath pene, enh tame einous, wit 
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would be quite unworkable and would create great uncertainty in 
the minds of juries. 

The Government have apparently been impressed by the 
Jearned arguments used in the House of Lords and particularly 
by the assurance that the Upper House did not wish to sacrifice 
the whole of the Criminal Justice Bill because of the controversy 
over capital punishment. After a sharp tussle with the abolition- 
ists in th® Labour Party and in the Cabinet, Mr Morrison has 
succeeded in shelving the question of capital punishment until 
some unspecified furure date. The abolitionists must rest content 
with the fact that the controversy has thoroughly aired the pros 
and cons of abolishing hanging, and of the state of public opinion 
on the subject. They can draw some satisfaction from the 
assurance that until a Bill is again introduced (which will not, 
presumably, be until the abolitionist movement has grown 
considerably stronger) Home Secretaries will use the prerogative 
of reprieve more readily. i 
On the Criminal Justice Bill as a whele, the fate of three of 
the Lords’ amendments when the Bill returned to the Commons 
is worth notice. The proposal to retain” the birch while abolish- 
ing the cat-o’-nine-tails as a punishment for certain offences was 
defeated. So, too, was the proposal, discussed in The Economist 
of July 10, to allow the Court of Criminal Appeal the power to 
order a retrial in certain cases. The Government accepted, how- 
ever, an interesting proposal, which appeared in the Bill of 1938, 
that as an experiment young offénders, who have not previously 
been sentenced to prison, Borstal, detention or been sent to an 
approved school, may be required to attend for three hours at 
a time at attendance centres. The purpose is to bring home to 
a young offender the seriousness of his offence without taking the 
drastic step cf sending him away from home to a place where 
he may be contaminated by more hardened offenders. It is an 
experiment well worth trying. 


* * * 


Uno Falters on Palestine 


By forcing the Arabs and Zionists to accept a cease-fire in 
Palestine, the United Nations have assumed a responsibility for 
direct intervention in the question. Instead, they show every 
sign of relapsing into a further period of comfortable irresponsi- 
bility. Even Count Bernadotte’s modest proposal that a force of 
2,000 should be sent to guarantee the international sanctity of 
Jerusalem appears to have found no support in the Security 
Council. 
It cannot be pretended that the well-being of Arabs and 
Zionists was the principal object of Britain and America in 
bringing about the cease fire. The main reason was that they 
could not look on at the development of a situation in which 
they would seem to be fighting one another. The Arabs—and 
their view is endorsed by Count Bernadotte—conceive that a truce 
is on the whole disadvantageous to them. Whether this is because 
they have misjudged the situation, or because they are ready to 
face immediate military setbacks in the interests of a long-term 
struggle of attrition, is hard to say. Perhaps both may be true. 
The Zionists, too, have declared in Tel Aviv that they have no 
intention of accepting a truce for an indefinite period, during 
which their army would have to remain on a war footing and the 
economy of their State would remain disrupted. : 
Thus, apart from their duty to Palestine, America and the 
other Powers have not much time if they want to save something 
from. the wreck. Count Bernadotte has done as much to re- 
establish the prestige of the United Nations as one man could 
do. His achievement deserves to be followed up. America and 
the United Nations have been trying to solve the Palestine pro- 
blem on the cheap. By gestures of recognition, empty resolutions, 
threats of sanctions and diplomatic pressure, they have produced 
a situation in which nobody believes that anything counts except 
force. As the Arabs see it, the Zionists are being armed by 
America to hold them down by force. Among the Zionists, the 
Irgun Zvai Leumi, whose exploit of abducting the five British 
public servants from under the noses of the United Nanons 
mission has not yet drawn even a rebuke from Lake Success, 
appear to have justified their battle emblem—a fist grasping a 
rifle with the legend “Only Thus.” Mr Shertok, the Israel 
Foreign Minister, could only refer to them, respectfully, this week 
as an “irresponsible but patriotic organisation.” = 

Unless they can get a better grasp of their responsibilities, the 
eat ‘Counell will have lost’ any claim to be-other than 
facade for old power politics. 

In the Arab camp, the Arab League has not yet fallen apart, 
48 its ill-wishers are hoping it will. But its divisions have come 
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out into the open. These are now less serious, however, than 
they might have been two months ago. On one side is most of 
the effective armed strength the. Arabs possess, in Egypt and 
Transjordan, backed by King Ibn Saud. These, with Lebanon 
and Yemen, on the cease-fire issue voted down Iraq and Syria, 
the “activists” who wanted to defy the Security Council. This 
new alignment, cutting right across the Hashimite axis, is duc 
to two things. First, there is the key position of the Arab Legion, 
as the Arab force on the spot, ready and anxious to liberate 
some part of Palestine for King Abdullah. King Ibn Saud, tied 
hand and foot to American oil interests and with no real army of 
his own, found himself in agreement with King Abdullah in want- 
ing a more cautious line on Palestine, though the ultimate 
objective of liquidating the Zionist State was probably the same 
for all. There followed the momentous Saudi-Hashimite recon- 
ciliation at Riyadh, where the two kings met for the first time 
for 27 years. 

In Iraq, on the other hand, a would-be anti-British, and 
therefore anti-Abdullah, Government felt obliged to take a 
strong nationalist line. The Syrian.Republicans fear an enlarged 
Transjordan as much as a Zionist State. In either case, with no 
serious troops of their own, they are in danger of being swallowed 
up. One of the cease-fire violations complained of by the Jews 
since July 18th took place on Syrian territory. A continuance 
of hostilities, with the Arab League still in charge, is their best 
hope of balancing off some of these threats to their future. Azzam 
Pasha, both temperamentally and materially committed to a 
militant and united Arab League, seems to have been on their 
side. The Mufti, too, sees his only hope of a come-back in 
this group, For the moment the kings have it. But if they behave 
well, it is not because they like the way they have been treated. 


. « * 
Turkish or Virginian ? 


Those who sit in at ERP meetings in Paris, and who are 
not especialiy interested in tobacco, complain of the insistence 
with which the Turks and Greeks bring up their glut of this 
commodity. It is Europe’s only serious surplus, but should 
questions of its disposal take precedence over problems of food 
and industrial raw materials ? After a couple of weeks during 
which it was daily brought to the committees’ notice, some 
members began to question whether Greece and Turkey were 
not, as far as the West was concerned, merely a strategic commit- 
ment, and out of place in the recovery plan. But the decision 
has been otherwise. Turkey is forthwith to receive $10 million 
as a first three months’ contribution under the Marshall aid pro- 
gramme, and is to devote the sum to the purchase of agricultural 
implements and mining plant. The allocation raises the whole 
question of the future orientation of Turkish agriculture, 

Seventeen out of Turkey’s nineteen million inhabitants are 
agricultural producrs or potentially so, and tobacco represents 
between 20 and 30 per cent of Turkish exports. But old markets 
have disappeared. All over the world the connoisseur who used to 
smoke the high-grade qualities has given place to the chain- 
smoker of Virginians ; Germany and South-Eastern Europe, who 
used to smoke the lower grades, are no longer the market they 
used to be. As a result, Turkish sheds are full to overflowing ; 
70 per cent of the last harvest is unsold ; a good crop for 1948 
is on the way. A Turkish mission, full of hopes of regaining at 
least the Western German market, recently visited Frankfurt. It 
hoped to acquire dollars by offshore purchase of the ample stocks 
it had for disposal. It left empty-handed, and fulminating against 
the Americans. For these objected to the higher prices asked by 
the Turks and, in order to break the cigarette currency in Western 
Germany, provided the area with 20 billion American cigarettes 
for $12 million. The Turks complained, and with reason, that a 
main purpose of ERP was European self-help, and that here 
was America, breaking the ring in order to save United States 
growers from loss of exports caused by dollar shortage in import- 
ing countries. But it should be noted that the fault was not all 
America’s. The Turkish mission, still living, it seems, in the 
dream days of wartime prices for their products appeared to be 
oblivicus of the fact that the sellers market is over, that American 
and Rhodesian competition will take a deal of countering, and that 
it is better to offload their surplus at a small loss now than at a big 
one later. Their problem of disposal remains. 


* * * 


Tobacco or Foodstuffs ? 


\ There are several ways out of their dilemma. One is to alter 
their price, or alternatively, their quality—that is, to turn seriously 
to considering what leaf the world wants to smoke instead of what 
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leaf the Turkish peasant has always grown. If Florida and Rho- 
desia can grow “ Turkish blends,” cannot Turkey also vary its 
aromas ? Another is to place economic necessity before political 
predilection and to sell chiefly to the Russian-controlied part of 
Europe. Some trade with this area is of course taking place. 
Commercial talks with the Poles and others are already covering 
supplies at low prices from former German factories in Silesia— 
notably for hardware—whose products ‘vere liked before the war 
and are badly needed now. A third and more drastic possibility 
is to devote Marshall aid and other funds to organising a switch 
of Turkish agriculrure from its reliance upon tobacco, and 10 
developing the production of the wheat, meat and dairy produce 
that the western Europeans used to buy from the Danubian 
basin, and can probably never buy there again. This is a long 
term proposition. It is handicapped by the backwardness and 
conservatism of the Turkish peasant. But it would pay a sure 
dividend. A fourth and a shorter-term expedient is to insist upon 
American help with Turkey's sales of tobacco. A pinch of 
Turkish, it is said, rolled into the so-called Virginian cigarette 
would pass unnoticed by the western smicker but would spell 
Turkey’s salvation, especially if sold in dollars. 

But in making any such arrangement the United States Govern- 
ment comes up against its own home growers. The rich man’s 
burden of today, like the white man’s burden of yesterday, is 
turning out to be the same old job of seeing that this hemisphere’s 
meat is not that hemisphere’s poison. 


* * * 


War in Malaya 

There 1s now little doubt that the Communist rébels in Malaya 
are trying to cripple the Government. The insurrection is chang- 
ing from single attacks against isolated units to concerted attacks 
against the Government police and troops. Last Saturday a police 
station was attacked at Gua Musang, and on Tuesday a small 
military convoy, which was going to the relief of the police, was 
ambushed in the jungle and forced to retreat. The insurgents 
number between five and ten thousand, composed mostly of war- 
time guerillas, bandits and survivors from the Malayan Ant- 
Japanese People’s Army. They are led by Chinese Communists, 
and their insurrection is in mo way a national rising yet. Their 
objectives appear to have been, first to terrorise the population 
by gangster attacks on individuals in widely scattered parts of the 
country, and then to set about a methodical campaign against the 
Government forces. 

The situation could hardly be more serious. The police are 
undermanned and the army, though it recently received reinforce- 
ments, seems to have been unprepared for the extent and 
v.olence of the insurrection. The complacency of high officials 
has been uncomfortably similar to the complacency which pre- 
ceded the fall of Singapore. Some measures have been taken 
against the insurgents, but they are still inadequate. The army 
must be reinforced, and the campaign against the insurgents 
must be carried out with vigour and determination. It is not 
only British prestige which is at stake, but the well-being of 
Melayans themselves. 

As &@ correspondent pointed out in The Economist last week, 
however, it will not be enough to conquer the insurgents. The 
administration is overstaffed and bogged down with unimaginative 
legislation ; the dynamic leadership which the people so hepefully 
expected when the Government returned after the Japanese 
capitulation is lacking. A new Raffles has so far been looked for 
in vain, but he must be found if the rot in Malaya is to be 
stepped. 


* * * 


Lord Woolton is Helpful 


Ever since Mr Churchill raised the slogan of “Set the People 
Free!” Labour spokesmen have been challenging the Opposition 
to specify those controls which could without disaster and dis- 
location. be abolished or loosened. The answer, at the height of 
the inflationary pressure, was mot easy, since any fresh. outlet 
would bear. the full, brunt of pent-up demand ; the first pre- 
requisite of any movement, for decontrol was a reversal of the 
inflationary spiral. It is, as Sir Stafford Cripps has lately 
pointed out, far too early to haika definite victory over inflation ; 
but the emphasis has shifted from swollen incomes to swollen 
costs, and from every quarter comés evidence that too much 


-. While Lord Woolton’s advice, in his speech at the Conservative 
College, Swinton, last week, was certainly not offered in any 
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kindly spirit, it was the sort of advice to which the Governg 
cught to listen. His criticism of bread rationing was an: 
this week by Mr Strachey’s announcement of its abolition | 
favour of controlling the supply of flour to the millers. Tie 
excuse of good harvest prospects is a very thin one. Mr Strathe 
has waited until the BU system had brought the whole of 
ing into contempt before thigking out a better form of contr, 
The leather control typifies those innumerable “instang 
where a case exists for control of some kind, but not for % 
particular controls now in force—particularly when these wep 
framed to deal with wartime conditions and with reference jp 
prewar quotas. The suggested downpointing of household lings 
is more debatable—the present “hump” in textiles is likely 
be matched by a “trough” in the autumn. te 
A new attitude to controls is imperative ; a propensity to ask 
not “ Why lift it?” but “Why not?” The Government has jp 
overcome, in order to accomplish this, not merely its own Fabia, 
predeliction for bureaucracy but a good deal of passive resistange 
from its Own advisers. It is always more tempting to a Depan. 
ment to buttress a webbly control by new Statutory Rules sang 
Orders than to abolish or loosen one which, however useless. or 
actively harmful, is giving no administrative trouble. But sym 
pathy for the harassed bureaucrat, and distaste for the Prospect 
of Lord Woolton’s approval, are both luxuries whose indulgence 
should, in the national interest, be strictly controlled. ¥e 


* * x 


Agriculture in the Commons es 


Two debates in the Commons this week were concerned with 
the rate of agricultural expansion towards the Govern 
targets. On Monday, the Commons divided against a Ministers 
Order which empowers the County Agricultural Committees 
prevent a farmer putting too much of his land under grass. The 
insufficient use of the plough by some individual farmers és 
certainly a problem ; so, incidentally, is the failure of others & 
attain good standards of grassland management. The Gover 
ment’s aim is to get the million extra acres of tillage which it 
believes to be desirable, and to do this. the Minister is prepared 
to _use the compulsion which he had previously sought to avoid. 

Mr Williams was optimistic about the progress of expansion 
to date and argued that, given good weather (an important qualifi- 
cation), output for 1948-49 might equal that of the peak year 
1943-44. However, his actions do not wholly support his words. 
The growth of the livestock population is still retarded, and will 
apparently continue to be so, by shortage of imported feeding 
stuffs. According to Mr Williams ry 

The age of the small intensive producer relying entirely @ 

the corn merchant, has gone for a long time ahead. The - 

principle of the rationing scheme is that farmers shall be as sell 
sufficient as possible for feeding stuffs. oak 

He is at last going to allow a small ration of feeding stuffs t 
prospective pig and poultry producers who are not at the momen 
getting any, but it will be restricted to approximately half thei 
total requirements. Producers may also get, one day, a small 
extra bonus of rations and, as already announced, they can keep 
this year for feeding purposes one-fifth of their own production 
of wheat and barley. pe 

Mr Williams 1s trying hard to increase the self-sufficiency @ 
British agriculture. It is clear, however, that livestock prod 
cannot be built up to a high and efficient level without considera 
larger imports of feeding stuffs, particularly high protein fe 
Is the Government doing all it can to secure these ? Its rece 
pronouncements leave some doubt. Mr Strachey has apparent 
claimed that it costs more ‘to import coarse grains 
meat production here than to buy carcase meat direct. Whit 
truth there is in it would seem to constitute a s#rious criticism 
of British farming and a short term view of the problem. 
expensive as this type of import is today, feeding stuffs from over 
seas will in the long run pay for themSelves several times over 
by the expansion of domestic livestock production which is vil 
to a balanced agriculture. Bearing in mind the price incentiv 
offered to farmers last summer, the livestock programme is’ 
proceeding so quickly or so smoothly as it should. ‘Mr’ William 
as usual, is too complacent. G& coe 
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x * *® 


University Expansion Questioned 


___ The first concerted attack.on the policy of university 
sion has appeared in a report* published by Nuffield ; 
The problem facing the universities is to. preserve. their. charactt 
and yet meet the demands -being made upon them, and, fi 
*“ The Problem Facing British Universities.” OUP. 5s. 
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authors df the report, who are a group of distinguished Oxford 
dons and administrators, are rightly anxious that this dilemma 
should be faced. Unfortunately, after marshalling 106 pages of 
facts and figures, the conclusions they reach in the remaining 
twenty-four pages are more defeatist than otherwise. Coming 
as they do at the turn of the tide in the number of ex-service 
students, these fears will certainly be used as an excuse by those 
who wish to retreat from the position taken up at the time of the 
Barlow Report, when plans for the doubling of ‘university 
numbers were infectious and the difficulties were less apparent. 


The report rightly emphasises that the demands now being 
made on the universities are the result of unco-ordinated and 
conflicting pressures. Committee after committee has invoked 
the aid of the universities to produce more ‘doctors, dentists, 
scientists, veteriNary surgeons or agricultural experts; no one 
has got down to considering how all these demands can be met 
simultaneously without fundamentally altering the character and 
purposes of university education, particularly in the next ten 
years when the shortage of teaching staff is the most critical 
danger. Better planning and more thought about both the aims 
and the fruits of a university education are required. But some 
of the solutions suggested by the Nuffield report are curious and 
will meet strong Opposition. One of them is to push down into 
the schools a good. deal of the instruction now given in the 
universities—a suggestion which runs directly counter to the 
widespread complaint that the s¢thools are already over 
specialising and covering work more proper to the universities. 
Another proposal designed to avoid “ professionalising” the 
universities is to thrust vocational courses out of the universities 
proper and to develop more specialist institutions on the lines of 
the technical institutes in America and Germany—a policy for 
which there is something to be said, but which risks sacrificing 
the liberalising influence of university life on technicians. 


The report casts few doubts on the employability of more 
graduates ; it is about the sanctity of university life that it is 
concerned. Even so, the anxieties of Oxford dons are not the same 
as those of the provincial universities. The difficulties of rapid 
expansion are visible everywhere. It would nevertheless be an 
immense loss to the nation if over-caution and conservatism were 
allowed to restrict the larger prospects to which the universities 
are now becoming accustomed, 


* * * 


Two Clamours in Italy 


_ With the Togliatti outrage past and with Government prestige 
increased by its handling of a tricky situation (described by 
our Rome Correspondent on page 150) the Italian people 
are scrutinising the prospects for a more peaceful period 
of reconstruction. In the three months that have passed since 
the elections, economic stagnation has got worse. The Govern- 
ment faces a clamour for work for over 2,250,000 persons, Accord- 
ing to the round official figures these included on March 31st, 
400,000 agricultural workers, 540,000 in the building trade, 540,000 
mechanics and 185,000 textile workers. There is also from the 
employers’ side a clamour that they should be free to discard 
the redundant labour which, under pressure from parties and 
trade unions, they have been carrying on their books for years. 
Conflicting voices call too for the raising and the reduction of 
wages, 

It was unfortunate thar the date fixed—after long negotiation— 
for an authoritative meeting between industrialists and trade union 
representatives was the day on which the assassination of Togliatti 
was attempted and followed up by a Seneral strike. In any case, 
the employers had shown little enthusiasm for agreements likely 
to be reached with the representatives of labour in their prevailing 
mood. Symptomatic of that mood was the denunciation early 
this month by the dominant elements in the Confederation of 

ur of the Government’s favourite measure for dealing with 
unemployment—the “ Fanfani Plan,” named after Signor 
Togliatti’s Minister of Labour. This plan proposed financing 

the construction of 1,200,000 habitable rooms in -the years 
1948-52, partly by compulsory lending to the state of variable 
Percentages of the “ thirteenth month bonus ” enjoyed by all wage 
earners at Christmas time. Labour representatives of the Left 
showed determination to oppose to the uttermost any measure 
g the spending-power of the wage earner. 
_ In the present atmosphere there seems to be little hope of 
femedying the nation’s economic maladjustment, in the 
Skcessive costs of production, the immobility of mislocated labour 


ind the heavy deficits of public finance. Signor De Gasperi has 
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still to find the touch of statesmanship which will convince em- 
ployers that he means business and employees that he aims at 
social justice. And if he uses strength to break a trade union 
leadership which makes a political issue of every attempt at two- 
sided adjustment, he should also use strength to make a reality 
of direct taxation, , 


Cold War from Whitehall 


It. is high time that Whitehall took the theory and practice 
of “cold war” more seriously. For there is no reason to suppose _ 
that the blend of propaganda, economic pressure, filibustering and 
Party agitation which has received this name has not come to stay. 
“Cold war” is nothing new ; it has a very ancient tradition and 
among its past masters was our own Queen Elizabeth. All that 
is new is the scale on which it is waged and the organisation, 
thought and ingenuity that goes into it—in Russid. 

The last few months have made it painfully obvious how ill- 
designed is the defence organisation of Whitchall to deal with such 
methods used by a foreign Power. The same questions and the 
same demands for counter-action come in’ from all areas where 
British interests are under attack—from Europe, from south-east 
Asia, from the Middle East, from Africa. Again and again they 
are brought to the attention of joint service committees of senior 
officers of the fighting services, who pass these unfamiliar pro- 
blems on to relatively junior members of the Foreign Office, 
whence they reach the overloaded desks and limited talents of 
the so-called information organisations. Attempts to set up special 
machinery to deal with these problems have been resisted by the 
Foreign Office for the same reason that it resisted the adequate 
planning of political warfare in 1939-40—for fear of losing “ con- 
trol over policy.” 

It has become clear to the younger generation in the Service 
Ministries and in the Defence Ministry that a planning and in- 
telligence staff is badly needed to deal with the urgent questions 
and opportunities rhat arise out.of daily events. The Tito-Comin- 
form quarrel, rich in propaganda, economic and political possi- 
bilities, is only one example of recent opportunities which have 
not been fully used. There appears to be no body in which the 
political, economic, intelligence and propaganda experts can be 
quickly brought together to pool their ideas and information, 
frame a policy and follow through its execution. And there 
appears to be no attempt to co-ordinate such activities either with 
the Americans or with the Western allies. These shortcomings 
should receive the attention of the Chiefs of Staff and Mr 
Alexander. 


* * * 


Youth Without Politics 


On exactly the same day towards the middle of August 
one international youth conference will meet in London under 
the auspices of the National Council of Social Services to discuss 
“ Work and Leisure—Youth’s Opportunities and Responsibilities,” 
and in Warsaw the World Federation of Democratic Youth will 
hold another “conference of working youth.” The Executive 
Committee of the WFDY has been meeting in London this week 
with Mr Bogatyrev, its vice-president and a member of the 
Supreme Soviet, attending. 

Since the war youth organisations all over the world have wanted 
an international organisation through which they could both learn 
about each other and also discuss their common problems. Granting 
the need, is it necessary to have two organisations for the purpose ? 
The Russians would say that it is not. They have declined an 
invitation to the London Conference because they say the WFDY, 
which was formed in 1945, already covers the same ground. But 
it was precisely because the WFDY had. become little more than 
a vehicle for Communist propaganda that the conference in 
London next month has been organised. 

Not only does the WFDY preach a political creed alien to the 
majority of democratic youth organisations, but it occupies itself 
with politics to the exclusion of all else. Neither the gymnastic 
clubs of Denmark, nor the All-Pakistan Boy Scouts Association 
see the point of passing resolutions denouncing the rapacious 
imperialism of the colonial Powers. They would much rather 
discuss (as the first commission of the London Conference will do) 
whether existing facilities meet the need for general education, 
vocational guidance, apprenticeship and technical training. Or 
they would prefer to discuss (as the eighth commission will do) 

far the young are benefiting from existing opportunities for 
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travel, how far these could be increased, and how fer existing 
schemes for exchanges between different countries help and pro- 
méte international understanding. : 

That is probably as far as the delegates will get towards dis- 
cussing politics, and their best contribution towards promoting 
international good will certainly lies in fostering understanding 
of other points of view. The sponsors of the London Conference 
have done their best to ignore the fact that one iron curtain 
already exists by sending invitations to countries behind it. It was 
right to invite the Russians and their satellites, but it was a 
mistake to placate them by restricting invitations to members of 
the United Nations. Thereby are shut out not only supporters 
of General Franco but also, among others, the Austrians, the 
Italians and the Germans. 


* * * 


Dilemma of the Atomists 


The Atomic Scientists’ Association, which was founded in 
1046, has just issued a statement which deserves consideration 
by all those who do not forget that atomic explosions and rays 
constitute the greatest single danger to human life and civilisa- 
tion on our planet. The Association’s report is a sober and weighty 
document, commendably free from political bias, and it frankly 
recognises that the attempt to achieve international control of 
atomic energy, advocated by the Association since its inception, 
“has, for the time being, failed.” The report considers that 
“ without a substantial change in international] relations,” the posi- 
tions of the United States and Russia are irreconcilable. The 
former will not abandon its lead in atomic weapons without a 
complete system of inspection to ensure that no other country 
secretly takes advantage of the renunciation, while Russia will not 
accept complete inspection because of fear that, being with its 
allies in a minority, Russia would have to submit to hostile control 
of its economic development and disclosures of the location of its 
strategic industries. 

€an anything then be done to remedy the situation? Apart 
from the platitud:nous argument that the best way to 
prevent atomic bombs being used is not to have any war, the 
main proposal of the Atomic Scientists is that “in view of recent 
political developments we believe it important to maintain and 
improve contacts between the scientists of countries in the East of 
Europe and those of Western Europe and America.” Such col- 
laboration is recommended “ both in the interests of science itself 
and as a contribution towards international understanding.” 

Yet this advocacy raises an issue of acute difficulty. No prin- 
ciple became more firmly established during the nineteenth cen- 
tury than that of the international character of knowledge and 
the free exchange of scientific information. But the scientist in the 
modern totalitarian state, though he may have social status and 
emoluments such as to provoke the envy of his colleagues in 
democratic countries, is essentially a servant of the state, so that 
it is treason for him to divulge any knowledge whatever, save as 
the state allows, In this age, moreover, science has entered fields 
where secrecy or disclosure may decide the destiny of nations, and 
the nervousness of Western military authorities about international 
scientific discussions is understandable... British and American 
scientists have been reared in the full tradition of scientific free- 
dom, they are impatient at every restriction imposed on them for 
the sake of security, and even though they have no will to do 
harm, they lack instinctive inhibitions in talking freely to men 
trained under police terror to be ever wary in speech. It is 
d ficult to see how anything could come of such “ collaboration ” 
except a one-way traffic to the disadvantage of the Western demo- 
cracies: It seems, indeed, that only an improvement in political 
relations can really reopen the door to cultural intercourse. 


* * * 


Supplementary Insurance Scheme for Miners 


Some doubts were expressed in the House of Lords last week 
about the wisdom. of the supplementary insurance scheme. for 
miners. It has been made by virtue of Section 83 of the National 
Insurance (Industrial Injuries) Act, which allows, subject to the 
Minister’s approval, representatives of workers and employers to 
draw up a scheme for supplementing the benefits conferred by 
the Act.” This section was incorporated in the. Act largely as a 
result of pressure oo ibe National json of Mineworkers, and 
it is not surprising that the mining industry, with its high rate of 
accidents and industrial diseases, should have wanted the power 
to make supplementary schemes and be the first industry to 
produce one. But, as Lord Beveridge and others pointed out in 
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the Lords debate, the implications of this scheme may be very 
i portant, and the House of Cousmons ought not 9b fies aver sal 
in silence. First it raises the question whether it will not push 
the level of benefits up to a point where it may discourage a retum 
to work. A payment under the Act of 45s. a week plus 16s, for 
a wife plus, possibly, 20s. unemployability supplement and now 
20s. under this supplementary scheme all add up to a sum nn 







much below the minimum wage. More important, however, 

the question of whether the method of financing the suppl. 
mentary scheme is justifiable. The miner is to pay 4d. a week 
and the Coal Board 4d. a ton of coal mined, which means that 
roughly five-sixths of the contributions will be payable by the 
employer and only one-sixth by the worker. a 


The basis of contributory insurance in this country, said Lord 
Beveridge, is that the contribution should be fairly equally divideg 
between employer and worker. The division proposed in this 
scheme is, therefore, a blow at the principle of contri 
insurance, and it removes one of the barriers to the pressure {gq ° 
increase benefits—that formed by the insured person’s obligation 
to pay for the increase. Moreover, it will be the consumer of 
coal who will really pay the employer’s contribution. If the tax 
payer can subsidise a scheme in this way can Sir Ian Fraser's 
argument that the taxpayer cen also pay higher pensions to the 
ex-Service disabled be denied ? Could any private industry be 
asked to operate an insurance scheme where the employer pay 
five-sixths of the cost ? The case of merchant shipping, which 
also has a high accident rate, was raised in the Lords debaté, 
The miners’ argument that the employers in the coal indus 
were paying more under workmen’s compensation is irrelev 
because it is agreed that workmen’s cotnpensation worked 
and should be superseded. The Minister of Pensions has al 
promised that the reactions of the miners’ scheme on war pensions 
will be studied. The likely reactions in other industries shouk 
be assessed before the Commons are asked 10 approve it next week. 






* * * 


Examination Changes 


There is a gathering weight of criticism against the Ministers 
decision to fix 16 (and subsequently 17) as the minimum age at 
which boys and girls can take the new version of the School 
Certificate Examination. This decision was criticised at the time 
it was made in an article in these pages on May 1st. Since then 
objections have appeared at conferences and in the press; 
defenders have been few, the attackers many. and ‘convincing. 
The extraordinary thing is that the objections should have been 
so late—too late to make a change of decision easy, and probably 
too late to make it possible at all. Why did the protesters not 
raise their voices months earlier, between the publication of the 
Report in which the proposals were first put forward in September, 
1947, and the acceptance of that report in April, 1948 ? in 
that six months interval there were plenty of scurryings chia 
the scenes, but no one dared to come into the open. Why have 
the teachers in the public and secondary grammar schools been 
so timid ? ia 

The burden of the pcan rests on two main. points. The 
first is that the age of 16 corresponds to no known ‘assessment 
of mental age. One boy may be intellectually mature enough at 
14 to take the examination without cramming ; another may nét 
be ready until 17. To fix the minimum age at 16 is to accept all 
administrative and political convenience on a matter which if 
essentially human and individual; every school has its faults, 
but the individual master knows his boys better than someone im 
London. The second focug of criticism centres on the requife- 
ments of scholarships ; if a boy or girl must follow half a dozea 
subjects up to 16 he will only have two years of undivided 
attention on his sixth form work, and its quality will in conse 
quence suffer. The solution of this difficulty rests partly in the 
hands of the universities, since they can modify their matricul 
tion requirements. But they must insist on a minimum breadth 
of education before specialisation’ starts; they cannot 
submit to schoolboys specialising even earlier than they do 
and it is ‘difficult to secure this minimum competence wi 













| he 
The new regulations do. not come into effect, until, after 1950 








and it would be theoretically possible. fora | vative Goveri 
ment to change the age limit then. But as the, National Unies 
of Teachers is strongly entrenched. on. this .issue—as a matte 
of trade unionism more than of party politics—the pros * 
change are poor unless the next Minister of Education 
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Letters to 


Crown and Commonwealth 


$ir,—The reflections of a British subject on your leading article 
of July 10, 1948, suggests the following classification : — 


Political United United Kingdom; United Kingdom; 
Divisions: Kingdom Dominions : Dominions ; 
Colonies Colonies ; 
Republican * 

Dominions (if any) 

Adjectives : British Britannic (Great) Commonwealth 
: Irish 
Collective Great Britain Britannic Empire Great Commonwealth 
Noun: & Northern 
Ireland 

Legal British Britannic subject Great Commonwealth 
Status subject or citizen (either, citizen 


as preferred). 


Perhaps it would be a pity legally to abolish the “ British 
Empire” ; but “ Britannic” seems to have the wider connotation, 
and the category of persons indicated are subjects of His Britannic 
Majesty (or citizens of His Britannic Majesty’s Dominions). 
“British” and “ Britannic” could be interchanged, of course, if 
that were preferable. 

Why “Great” Commonwealth ? Partly because it is great, 
and because the adjective ‘suggests inclusiveness; and_ partly 
because “ Commonwealth ” alone would be lacking in particularity. 
We have succeeded in having “Great Britain” translated into 
other languages ; “ Commonwealth” does not translate happily 
in any case ; “ Great Commonwealth” would make that problem 
no worse. 


But perhaps a more important thought is that implied by your 
leading article, that it may not be prudent to seek precision in 
these matters.—Yours faithfully, W. A. L. Coursorn 


Oglethorpe University, Georgia 
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the Editor 


Food and the Future 


Sir,—The admirably objective tone of your article of July 17th 
will not, I am afraid, suffice to convince the ordinary readet that 
its conclusion—* the only sensible policy . . . is to wait and see” 
—is essentially different from the “false optimism ” which is 
legitimately laid at the Government’s door in the accompanying 
Notes of the Week. For does not such a policy, like the food- 
subsidy and exports-first policies, depend for its validity upon 
the wishful thought that a return to a “normality” of cheap food 
is close at hand ? 


If indeed there are more solid grounds for such a thought than 
a run of good seasons in the US, it would be interesting to have 
them, Otherwise, a waiting policy, far from being sensible, is 
in fact a desperate gamble, seeing that no community, least of 
all one accustomed to a relatively high rate of consumption, can 
long endure even a moderate degree of sub-nutrition without pro- 
gressive deterioration in its well-being and productive efficiency. 

Bur all that the article has to set against the acknowledged 
factors making for continued food-scarcity—expanding human 
populations and shrinking soil fertility—is the rather dogmatic 
Statement that “it is virtually certain that... the long secular 
downtrend of food prices, relatively to the prices of manufa.tures, 
will be resumed.” This pronouncement, for which no _ real 
evidence is adduced, appears to disregard altogether the transient 
nature of the conditions under which the downtrend developed. 


During the 19th and carly 2oth centuries, the first few countries 
to become industrialised (Britain among them) enjoyed a virtual 
monopoly for their manufactures, while at the same time an 
extremely rapid exploitation of the last easily-tapped reserves 
of virgin soil fertility threw upon world markets an unprecedented 
volume of foodstuffs. In other words, soil-products fell in price 
relatively to factory-products because soil capital was being 
treated as income while industrial capital was being built up. 


But clearly. such a trend would develop within itself the 
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mechanism for its own reversal. And so it has happened. Manu- 
facturing industry, because of its attractions as a source of profits 
and power, has expanded rapidly and is becoming universalised. 
Agriculture, because of its steady impovérishment, has lost and 
is still losing both manpower and natural capital. 

Here the article, in assuming that soil fertility is lost by erosion, 
underestimates the seriousness of the situation. For erosion is 
not a cause bu. a resuli of fertility depletion—the mechanical 
removal by wind or water of soil that can no longer hold together 
because it is dead or dying. It is in fact the end-phase of a 
process of soil debilitation which is now almost worldwide, and 
which is largely attributable to the inability of low produce prices 
(comb‘ned with general economic insecurity) to support balanced 
systems of farming. There is general agreement among soil 
experts that the one hope of reversing the downtrend of soil 
fertility, so that it may more nearly conform to the uptrend in 
human fertility, lies in the restoration or evolution of such 
systems, which are of course much more costly in labour and 
materials than is the mere extraction of commodities without 
regard to the well-being of the land. In other words, the indus- 
trial communities, having eaten their cake in the form of favour- 
able terms of trade, must now help the farmers of the world to 
reorganise agriculture on the basis of good husbandry. 

The cost of developing British agriculture, say to the produc- 
tive level of Danish or Dutch agriculture, seems “ enormous ” 
only by comparison with the sub-cost prices of foodstuffs during 
the imter-war period. Actually, it will be found, in the final 
analysis, to consist overwhelmingly of labour ; and if a country 
which has a mere 7 per cent of its working population in agricul- 
ture is unable td divert to essential food production any larger 
proportion of its man-power, its economy must indeed be in a 
parlous plight—much too parlous for any policy of “wait and 
see.”"—Yours faithfully, 

JoriAN E. F. Jenxs 

West View, Horseshoe Road, Pangbourne, Berks 


Books and 


The Science of War 


“The Second World War.” By Major-General J. F. C. Fuller, 
CB, CBE,DSO. Eyre and Spottiswoode. 431 pages. 2ls. 


THIs is an outstanding book. It is not omly a brilliant analysis 
of military tactics but also a discourse on the science of war by a 
military historian who knows his business better than most. He 
has condensed into one volume a detailed description of all the 
important campaigns of the Second World War. The descriptions 
are technical; yet they are presented in such a way as to be 
intellig-ble to the layman, and the lessons to be learnt are set Out 
with deceptively simple clarity. As a history, it is a balanced 
and unemotional account of what happened ; as a criticism of 
the conduct of the war, it is dogmatic but always interesting. 
Major-General Fuller is, as he says, being wise after the event, 
but his wisdom is thereby all the more penetrating. 

By far the greater part of the book is taken up with the strategy 
and tactics of each of the belligerents during the war. The 
German, Italian, Japanese, Russian, British and American 
campaigns are impartially examined and held up to the reader as 
examples of good, bad or indifferent generalship. Numerous 
authorities, ranging from Alexander the Great to the US Strategic 
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July Publications 


Harred, R. F. Towards a Dynamic Economies (in stock) 7/6 
Booker, H. S. Problems of Britain’s Overseas Trade 


(July 27th) i wba $b bid -- 10/6 
Meade, J. E. Planning and the Price Mechanism 
(July 29th) io he sae ses he -- 8/6 
Stel S. H. (ed.) . The Statesman’s Year-book 
(July 30th) ae ea oe ae ds as ws  32/~ 
: a Postage extra, 
THE ECONOMISTS’ BOOKSHOP LTD. 


Jointly owned by the London Schoo’ of Economics and Tae Economist 
11-12, Clements Inn Passage, Aldwych, London, W.C.2 
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Palestine 
Sir,—In an editorial note you say that territorially the Ne “P, 
is “ in fact,” apart from the small garrisons cut off by the Egypzi 
lost to Israel. This is pure invention. The Negeb is no 
lost to Israel] today than it was on November 29th last, when ths TH 
region was allotted to the Jews as part of their state. True igi j a 
that “it is mostly desert” ; but the Jews have already establishes ori 
between 20 and 30 settlements therein and large tracts ' is 
important prospects for future settlement. For the Arabs 4 és 
Negeb is perhaps not worth fighting for: under their rule it of 
likely to remain desert. But the Jews have every reason to defgy fall 
this territory against Arab aggression.—Yours faithfully, ial 
41 Queen’s Road, Richmond, Surrey R. S. Douay ng 
Pee as mo: 
Cartels or Competition par 
Sir,—In your issue of July roth there is a review of “Carte i 
or Competition ” by George W. Stocking and Myron W. Watkin. pat 
Your reviewer says that the authors do not “ approve of the restr. sel 
tive aims of the World Trade Alliance.” If those aims wer oul 
restrictive I should be the first person to agree with the authow col 
disapproval. However, the main aim of the World Trade Alliang tis 
is to achieve an all-round expansion in international trade Bri 
Further, the W.T.A.’s plan for a world development commission nat 
is ample evidence of the fact that our aims are the very opposit tio 
of restrictive. at a 
I agree with your reviewer that the whole problem of inter des 
national cartels and international agreements for production am der 
distribution is very much open to controversy. But I feel it would the 
be as well to get the premises straight before the argument begins flat 
Expansion, not restriction, is our keynote.—Yours faithfully, _ En 
W. P. Brince, Director, tho 
World Trade Alliance Association lun 
Temple Chambers, Temple Avenue, London, E.C.4 - 
Pro 
e 6 7 
Publications : 
par 
Bombing Survey, are quoted in support of his judgments an pe 
arguments, and throughout the book runs the central themed pit 
the use of war as a means to an end and not as an end in itsél 
The fundamental premise of this discourse on war is that Wt ke 
is iniquitous, but that if man cannot learn virtue, he must at Kat - 
learn how to use war—or else iniquity will breed calamity. Wa 5 
is the instrument of politicians ; if, therefore, war is to be Usd 
at all, it must be subordinated to policy. Where there is no polity, a 
or where the policy is stupid, then war will take charge of t ( 
politicians and annihilation wil] follow. I 
What the scalpel is to the surgeon, war should be to the statesman wel 
Whatever the causes of war may be, if the aim of the statesma of 
is purely destructive, then clearly the activities of the soldier becom of 
those of the slaughterhouse. But if, instead, the aim is cons ins 
and curative, then these activites become those of the surgery. . 
to mischance or misunderstanding, or to lack of skill, or of judgment, eitk 
or of knowledge, a surgical operation may fail—it sometimes does; wh 
but when the aim of the slaughterer becomes the aim of the surges, Tep 
it (the operation) must fail, no other alternative is possible. hov 
Hitler’s aim, intolerable though it was to the West, was core the 
structive. The skill of the Germans in waging war was also gic 25_ 
and Major-General Fuller shows how in all the early campaigh ij Bri 
—in Poland, in Denmark and Norway, in the Low Countries a Ha 
France—Hitler used the instrument of war so success! 
that he was able to seize the western half of the continent wilt 
the minimum loss of life and damage. 
Major-General Fuller maintains that the policy of Britain a jj “T 
its Allies should also have been constructive not destructive- 
to restore the balance of power, not to annihilate Germany ai TH 
Japan. Had the Allies used war as an instrument to achieve such iy can 
a policy, then destruction would have been limited to pueiiy of 
military objectives and the world would not have been p and 
to its present chaotic state. Instead; the leaders of the. W6 the 
were blinded by emotional hatred against the Nazis. ar 
bombing was adopted as the primary method of warfare, aim ‘ior 
the bug of “unconditional surrender” corrupted the judgment gj Ma 
of the War Cabinets and the Chiefs of Staff. sly 
The result was that unlimited warfare was carried 9; 
ultimate end. Germany and Japan were annihilated ; the balane i 's< 
of power was destroyed, and the way was paved for a muemmy me 
more powerful and brutal hegemony over Europe than 7 
German. The bottom was knocked out of traditional Bae mm iy 
foreign policy, and, above all, the British Empire, which reste gm the 
upon the balance of power, was placed in jeopardy. a 
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A Frenchman’s ‘View 


«“Probleémes de TAngleterre Socialiste.” © By Bertrand de 
Jouvenel. La Table Ronde. (Distributors : Anglo-French 


is 


) Mon Literary Services, Limited), 354 pages. 9s. 6d. 
1 thi Tuis is a brilliant essay in international interpretation. M, de 
€ itis Jouvenel offers in his matter a blend of first-rate journalism and 


serious social, political and economic analysis, in his attitude 
a nice balance of sympathy and detachment, in his. style an 
example of that effortless felicity which is the enviable hallmark 
of French civilisation. “Problémes de l’Angleterre Socialiste ” 
falls into four sections. The first consists of a masterly 
summing-up of the situation as it stood in the autumn of 1946, 


freak 









UGAM together with an analysis of the influences—economic, political, 
# moral, psychological—which had converged to produce it. In 
z part, it is frankly journalistic, as in the brilliant reporting of the 
Conservative Party conference at Blackpool ; in part, it is more- 
Cartel than-competent narrative summary, for the benefit of his com- 
/ atkins patriots, of events naturally less familiar to them than to our- 


i 


selves ; in part, and this part is perhaps the most valuable as it is 
certainly the most stimulating, it is a marshalling of generalisations 
concerning liberty and authority, the genesis of British political 
traditions, the nature and antecedents of the present climate of 
British opinion, and Britain’s place in the high strategy of inter- 
national affairs. One resists with difficulty and regret the tempta- 
tion to quote in extenso, 

The second section,-entitled Les grands problémes matériels, 
deals more closely with the economic data of the British dilemma ; 
dependence on foreign trade, balance of payments difficulties, 
the problem of coal, the arrears of industrial reorganisation, in- 
flationary pressure, mis-allocation of national resources. To the 
English reader, much of this section is common knowledge, 
though it has rarely been so well sufmmed up ; but the close and 
luminous argument of its last chapter lifts it to a level rarely 
touched in such discussions, and recalls, in current non-academic 
language, the force and elegance of Professor Robbins’ Economic 
Problems in Peace and War. 

The third section outlines and comments on the corresponding 
politico-moral problems ; equality, incentive, class structure, 
particular and general interests, the formation of popular opinion, 
the concentration of power. It is full of shrewd observation, 
wisdom, and objectivity tempered with affection ; it abounds in 
pithy sayings : 

Modern democracies display this paradox, indefensible in the 
long run; that of allowing fewer and fewer material and moral 


advantages to exceptional talents and of needing these talents 
moré and more. 


... the “new spirit” which affirms much less the right of 
ability to rise than the right of lack of ability not to be outstripped. 
(Socialism) has been an emotion ; now it must be a technique. 
Here, were only English readers concerned, the book might 

well stop ; unless indeed the last section—on the summer crisis 
of 1947—were to be recast and brought up to date. The lapse 
of seven months between publication in Paris and distribution 
in Great Britain has not, indeed, falsified to any significant extent 
either M. de Jouvenel’s account of this crisis or the conclusions 
which he draws ; but the perspective is “ out ”—up-to-the-minute 
reporting does not wear like history.. This comparative tailing-off, 
however, is a very minor defect, It is not too much to say that 
the English reader seeking to understand his own times can turn 
as confidently to M. de Jouvenel as, seeking to understand the 
— of the nineteenth century, he would turn to Professor 
évy. 
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Industry and the Universities 


“The Graduate in Industry.” By Percy Dunsheath. Hutchin- 
son. 276 pages. 10s, 6d. 

THis book attempts too much.. In. the space of 276 pages, one 

cannot easily combine matters of high policy such as the functions 

3 of universities in an industrial society, the demand for graduates 

, reduced MR and the national requirements of research with a description of 

the structure of industry and a detailed job analysis of what appear 

4 random sample of industrial. occupations ranging from profes- 

engineers, metallurgists and industrial chemists to personnel 

™ » Patent agents and works’ padres. The book contains 

a wealth of useful information and ery Tags is 

ne large generalisations tails that it 

¢ balan BRS difficult to keep any sense of the direction in which the argu- 
r " leading 


more the pity since the subject of the book is 
represents a gap in existing knowledge. 

the‘main deterrents to the entry of graduates into industry is the 
8eneral ignorance of what happens inside the factory gates or 
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the doors.of the headquarter’s office ; by comparison entry to the 
civil service or teaching seems straightforward, and many avoid 
careers-in industry from sheer inability to discover what happens 
there. A book about the functions of industry, its methods and 
the careers within it, is therefore timely, and Mr Dunsheath 
should find a wide audience for his book, particularly among the 
young men and women now leaving the universities. It is 
regrettable that in the face of such an eager public he should 
not have marshalled his ideas to better effect. 

Nor has he got his sights adjusted quite right. On the one 
hand as an engineer he devotes insufficient attention to the pos- 
sibilities of employing arts graduates in industry—he only gives 
one short chapter to this subject. On the other he does not seem 
sufficiently to appreciate the difference between the graduates, of 
Redbrick and those of Oxbridge: in the future the big battalions 
will be coming from the provincial universities, and it is necessary 
to convert industrialists to taking not only technicians and high- 
grade trainees, but the more modest men who need at present to 
be recruited straight from school at eighteen, but who will in 
future be passing through the universities. Many of these men 
do not aspire to be directors and £800 or £900 a year would 
appear to them as an adequate ultimate goal. 


Shorter Notice 


“Shall We Reform the House of Lords.” By Martin Lindsay, DSO, 
MP. The Falcon Press Limited, 71 pages. 4s. 6d. 


Tus useful little book appeared just too late to make its contribution 
to the dispute over the Parliament Bill, 1947. Colonel Lindsay has 
not attempted to propound a new solution to the problem of Lords 
Reform, but has performed a more useful function—the condensation 
of most of the existing arguments into a form where they can be 
studied by the weariest of legislators or citizens. He favours the 
Conservative proposal—retention of the powers granted by the 1911 
Bill with a drastic reform of the composition of the Upper House— 
but he presents the argument with commendable detachment. Those 
who disagree with him might do well to ponder his reason for desiring 
a two-year period of delay: — 

“An Upper House which commanded sufficient confidence to be 
able to check some of the more headstrong actions of the present 
Government would certainly be of value today, as it might well be in 
the not far distant future in restraining its successor from galloping 
off too far to the Right. And it is by no means impossible that the 
present leaders of the Labour Party might themselves one day be 
grateful for the delaying functions of an Upper House, should some 
new political alignment to the Left of them secure temporary success 
at the polls.” 

Appended to the text are two tables, one of which tabulates the 23 
proposals for Reform between 1834 and 1947, while the other compares 
the powers and composition of the House of Lords with the Upper 
Houses of other countries. 


From The Economist of 1848 
Fuly 22, 1848 


THE very important truth, that most of the evils of society 
are more economical than political, and to be remedied rather 
by ascertaining and observing the economic laws than by 
making political changes, is fast gaining ground with the 
public. We see a profound homage paid to it almost every 
day in the columns of some one or other of our daily 
contemporaries. If, in addition to this—as we took occasion 
to show in our article on the Increase of Pauperism and 
Crime, on the 17th ult.—the physical condition of the people 
is far more influential over criminality than penal laws or 
the best devised systems of punishment, it is now, above all 
‘things, incumbent on those who aspire . . . to guide 
society, to study the means of insuring a continual stream 
of prosperity. Though Mr Mill in his late work—* Prin- 
ciples of Political Economy ”—has declared that the stationary 
condition of society is not undesirable, it cannot, we think, 
be doubted that the stationary condition involves great social 
misery, and that the natural and normal condition of society 
is progressive. The general instinct which induces each one 
to strive for improvement carries with it the progress of the 
whole. We want not merely, as Mr Mill justly —— 
improved distribution of wealth, but we want also, though 
he thinks we do not, a large production and a rapid increase, 
that shall be both permanent and go on in an accelerating 
ratio, in order to meet the demands of an increasing popula- 
tion. If that cannot be obtained, or if population cannot 
be prudentially and wisely kept within limits by the care of 
individuals honestly to provide for themselves and families, 
there can be, we are afraid, no means devised of conducting 
society in peace, and of avoiding those convulsions which it 
is now admitted have their origin in social rather than political 
causes. 
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AMERICAN SURVEY” 





T the Democratic convention, 2 visitor to Philadelphia, 
who had also been there during the Republican session, 
boarded a lift at the Bellevue Stratford Hotel after only a 
momentary wait. He expressed surprise. “ Oh,” explained the 
lift operator, “ the Democrats, they got unity.” A presidential 
nomination on the first ballot and a vice-presidential nomination 
by acclamation do, indeed, give such an impression. 

Nothing could be more false. Mr Truman’s nomination was 
a tribuie to the power of incumbency, . The big city bosses 
who grasped his hand with damp eagerness, as he made hts 
way through the platform crowd on the fimal evening, had 
quite recently conspired to replace him. The front men, like 
Mr James Roosevelt, who belaboured the hot crowd during the 
last sessions with protestations of their intention to get behind 
the party’s ticket, had spent the last ten days in a frantic search 
for a different candidate. Labour had stayed home, with the 
exception of Mr Whitney of the railroad unions, who not 
so long ago was promising to raise millions for defence against, 
and not one cent for tribute to, the Democrats. Some of the 
Southerners went home; on the nominating vote a majority 
of these who stayed behind acted as a party within the party, 
and rallied 263 votes for Senator Russell of Georgia. 

Amid long stretches of utter dreariness and stupefying heat, 
the convention had two moments of uplift and one of tension. 
Senator Barkley’s keynote speech carried real conviction that 
the party had a great—a recently great—past. His review of 
the country’s recovery from the depression, its social gains of 
the latter thirties, its mobilisation and striking strength during 
the war, left the delegates telling themselves that the only thing 
they had to fear was fear itself. 


The fact that the party’s periods of greatness—and office- 
holding—have-been exclusively when it was led bya per- 
sonality who stood head and shoulders above other Democrats 
—Cleveland, Wilson, Roosevelt—was evident throughout the 
convention. It was shown by the unsuccessful efforts to find 
such a personality, that reached the height of anticlimax when 
Mr Claude Pepper’s name was inked in red across the bottom 
of posters on which “the Choice of the People” had been 
printed in anticipation of an acceptance by General Eisen- 
hower. It was ‘by the memorial eulogies on President 
Roosevelt and the war dead that filled the better part of a 
session, with a fulsomeness inducing in the ctowd an inatten- 
tion bordering on irreverence. And in another way, it was 
shown by Mr Truman’s New Manner when he stepped up to 
take the nomination, and officially discarded the earnestness 
of the college valedictorian, which has characterised the reading 
of his major speeches in the past, in favour of the brisk, snappy, 
off-the-cuff technique of his press conferences, which was given 
a trial on his recent trip to the West. Some months ago, at 
the Gridiron Club dinner, when Mr Truman rallied with both 
courage and dignity from the disparagement of Senator Taft, 
one of the reporters said: “There’s a great little guy.” It is 





*“AMERICAN SURVEY” is drawn trom three 


sources. Articles described as *‘ From Our US Editorial 
Staff’? are the work of a small group of regular 
correspondents, resident in the United States. Articles 
with some such attribution as ‘‘ From an Industrial 
Correspondent "’ or ‘‘ From A Correspondent in Ohio ”’ 
are from outside contributors. Everything printed 
without attribution is prepared in London. 
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Democratic Discord 5 


(From Our US Editorial Staff) 


as a great little guy that the President plans to make an 
intensive Campaign. a 

It was he who gave the convention its second uplifted 
moment—a real fillip—when his energetic acceptance speech 
made it possible to forget the internal feuds of the party by 
precipitating a prompt fight with the Republicans through the 
recall of Congress. “ Smart politics,” was the verdict at thre 
a.m., as the delegates streamed toward ‘bus, train, taxi and 
home. tae 
in the sober light of the morning after, it still looked dike 
politics, but there was less certainty that it was smart 
The power which Mr Truman has just exercised is speck 
fied in the Constitution in these words: “he may, ‘op 
extraordinary occasions, conyene both Houses.” It ¥ 
true that the Republican platform professes an urgent interest 
in a long list of measures about which the Republican majority 
in the Eightieth Congress has evinced little interest and go 
urgency. It is true that the rate at which prices are rising 
meat is up 24 per cent over last year—is bringing on an emer 
gency of real proportions, and that housing is critically short 
But it is also true that the major motive in the call is to bring 
advantage to the Democratic party. Even on the financial side 
it will be very helpful ; as long as Congress sits, Mr Truman 
can campaign from the White House in his official capacity, 
and that is a lot cheaper than stumping the country or buying 
radio time. And it is not yet true that this is an “ extraordinary 
occasion,” even though Berlin headlines may at any momem 
make it so. : 

Consequently, what can be expected of Congress after July 
26th ? One third of the Senators and all the members of the 
House are up for election. A large proportion of them fac 
opposition, either within their party or from_the other side of 
the political fence. In many states, the primary elections for 
Congressional candidates take place early in August. Moreover, 
many Congressmen who wish they were at home mending 
fences will be homeless in Washington—before adjournment, 
they let their apartments for the rest of the year. Under such 
circumstances, partisanship will be exacerbated to the limit 

* 


What began as a Democratic fillip may end in a Democratic 
filibuster. The first present of Congress to the President is 
likely to be a choice selection of civil rights bills, offered with 
the purpose of driving still deeper the wedge between t 
Southerners and the rest of the atic party. i 

The floor fight over civil rights and States’ rights a 
Philadelphia not only gave the convention its period of acute 
tension ; it indicated and deepened tensions which have marked 
the party for many years. On both sides, idealism was if 
mixed company with the seamiest side of political life. a 
platform was drafted with a hope that it would be a c 
to the party as a whole: a 

We again state our belief that racial and religious minorili 
must have the right to live, the right to work, the right to vot 
the full and equal protection of the laws, on a basis of equa 
with all citizens as guaranteed by the Constitution. 

We again call upon the s to exert its full authot 
to the limit of its constitutional powers to assure and pro 
these rights. | oi : 

The surviving New Dealers, led by the Americans | 
Democratic Action (the ADA), wanted a stronger plank, 
out legislation to achieve these ends, on the 
that the American way will be an astracunre-snagy-in this On 
and to the world, to the extent to: which actions accord . 
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the words of the Constitut:on. Te big city bosses wanted an 
uncompromising statement on minority rights and the plank 
on Israel as magnets to draw back the recently disaffected in 
their wards and precincts, In the matter of strategy, they 
hoped the Southerners would take the offensive against the 
plank as drafted. Then their amendment would appear as 
a counter move, and thus accumulate enough votes for passage. 
The Southerners obliged. On their side were men who 
believed that action by the Federal Government is not the 
answer to the need for reform, and that law can be respected 
only if it takes into account the institutions to which it is applied. 
They wanted a States’ rights plank. So did the people who 
believe cheap labour to be an economic advantage, and who 
are indifferent to the effect of low wages on the jealousies of 
race. 

It is important to notice that the issue of States’ rights came 
up in two forms. While both parties, though the Democrats 
with some ungraciousness, indicated in their platforms that 
politics stop at the water’s edge, the convention struggles over 
the tidelands oil plank suggest a marginal zone of uncertainty. 
The issue is whether control over oil reserves under coastal 
water should be lodged with the Federal Government, or as 
the oil companies prefer, with the State Governments concerned. 
The oil companies got what they wanted from the 
Republicans ; if they failed with the Democratic Platform 
Committee it was not for want of trying. The close co- 
operation of Southerners working to defeat Federal controls in 
both these fields was maintained even beyond the convention: 
the rump meeting at Birmingham, Alabama, on the Saturday 
after it closed could be described as cotton floating on oil. 


* 


Will it be possible for the warring sections of the Democratic 
party to campaign together ? Some of those who voted for 
the strengthening of the civil rights plank are inclined to say: 
“The South will have to come along ; it has nowhere else to 
go”; and the reluctance of the majority of Southern states to 
join the bolters is evidence that they may be right. Others 
put it more strongly: “ by shedding the Southern reactionaries, 
we can construct a real liberal party at last.” One further 
possibility exists: the day may be coming, not today but 
perhaps tomorrow, when the two-party system becomes a 
reality in the South. Had Senator Vandenberg been the 
Republican candidate, an impressive beginning would have been 
made this year. 

Throughout the division on the States’ rights-civil rights 
issue and the nominating session that followed it. the course 
pursued by Kentucky, traditional border state between 
North and South, was significant. It voted against the States’ 
rights plank, as well as the amendment making the civil rights 
plank more uncompromising. That is to say, it would have 
preferred the platform draft. After passing on the nominating 
roll call, when most states mounted the bandwagon, it cast 
its votes on the electing roll call for Mr Truman. 

Part, but only part, of this moderation was due to the vice- 
presidential nomination of Senator Barkley of Kentucky. More 
than any other act of the convention, the selection of Mr 
Barkley can be taken as a measure of the Democrats’ estimate 
of their chance to win. Mr Barkley is seventy-one. His name 
adds no regional balance to the ticket ; he brings to it regularity 
without glamour. In racing silks, a wheel horse looks heavy- 
footed. But as the leader of a minority party, the Senator 
would have great usefulness. “From his position on Capitol 
Hill he could hold things together with seasoned wisdom 
While a younger generation grows up. 

If the laggard management of the convention can be properly 
credited to the chairman of the National Democratic Com- 
mittee, the reappointment of Mr McGrath to serve during 
the campaign reinforces the defeatism in the party. Mr. 
McGrath will operate from New York. Mr Brownell and 
Mr Scott Opened Resto offices this week in Washington. 
Over the week-end, .Mr Wallace’s. followers will stage in 
Philadelphia a, demonstration. for their) candidate, in which, 

to advance notices, the totalitarian arts of massing 
men will be introduced for the first time in American national 
politics, The campaign of 1948 is on. Siiet, OR ; tik 
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American Notes 
Extraordinary Session 


The Republicans may allege in public that Mr Truman’s 
summoning of a special session of Congress is his “ last hysterical 
gasp,” but their fury is evidence of their fear that he has in fact 
found his second wind and may still—just conceivably—have 
enough breath to carry him back to the White House. Mr Truman 
has chosen to fight on a ground for which the rent is paid, not 
by the Democratic Party, but by the American people, and it is 
one on which the Republican champion, Governor Dewey, is not 
eligible to appear. Mr Truman is hoping to demonstrate to the 
voters that the Republicans in Congress are unwilling, or unable, 
to rewrite their record or to carry out their platform promises, 
and that their chosen leader cannot control his party now and 
therefore presumably will be unable to do so after he is elected— 
a presumption which would not necessarily be true once he had 
the prestige of a popular victory behind him. 

The resentment of the Republicans at this unorthodex move 
may lead them to sidestep the President’s attack and to counter 
it by acting first on his request for civil rights legislation. They 
would then allow the inevitable filibuster by Southern Democrats 
to lead to a stalemate, after which Congress could adjourn with 
an excuse for having done nothing. But such an excuse would 
not be accepted by Mr Truman, who has already pointed out that 
the Republicans have enough votes (with the help of the Northern 
Democrats) to override a filibuster. The Republican leaders, as 
yet without guidance from Mr Dewey, have not indicated how 
they propose to meet the challenge, although they have said that 
they cannot be expected to enact a whole programme in an 
emergency session. They are certainly planning some surprises 
for the President. Meanwhile, the party is being urged by its 
more far-sighted supporters to take the opportunity offered by 
Mr Truman and to prove its sincerity by passing at least a few 
of the more important measures on which it is being tested. 

Congress may well find that the quickest and safest way home 
lies along this constructive road; many of these measures were 
within sight of passage before Congress adjourned and have since 
been endorsed on both party platforms. The most obvious case 
is the Housing Bill, which is sure to show profits in votes. 
Another suggestion is the improvement of the Displaced Persons 
Bill, which with its anti-Semitic characteristics is at present 
an electoral liability. Mr Truman has also said he will ask for 
Federal aid for education, a national health programme and an 
extension of social security, all of which the Republicans, in his 
words, “say they’re for.” The focal point of his Message will 
probably be a reiteration of his anti-inflation programme. The 
high cost of living is, according to Dr Gallup, after foreign policy, 
the problem of most concern to the voters today, and the Republi- 
cans may therefore feel called upon to do something about it. 
Their views on what should be done, however, are unlikely to 
bear much resemblance to Mr Truman’s. 


t 


* * * 


Partisan Foreign Policy 


Mr Truman will ask Congress to complete action on the 
$65 million loan for the construction of a permanent headquarters 
for the United Nations, which has been approved by Mr Dewey ; 
Congress may be ready to give this further evidence of its willing- 
ness to undertake international responsibility, but ratification of 
the wheat agreement, for which Truman is also to ask, is 
more controversial and therefore more uncertain. The President 
is said to regard these projects as essential to the “world peace 
pattern,” a pattern which he hopes to keep out of the election 
campaign. But the drafters of his platform did their best to kill 
that hope at birth. Since they knew who would be standing on 
their platform and since they could not avoid fighting on their 
record, even if they had wished to do so, the Democrats could 
safely be both more specific and more aggressive than could 
the Republicans. Nowhere are these characteristics more notice- 
able than in the foreign policy planks, where the party gives 
credit to itself alone not only for winning the war, but for found- 
ing the peace. 

Mr Dewey had already made it clear that he would attack all 
but the essentially bi-partisan aspects, of . the Administration’s 
foreign policy and he can hardly be expected to overlook. this 
insult. Nor can he allow Mr Truman to'choose the wapons as well 
as the ground for the battle. It has long been obvious that the 
Democrats intend to concentrate their’ fire on the domestic record 
of the Republicans and Mr Truman’s decision ‘to open his‘ cam- 
paign in Congress was final proof of this. But the Republicans do 
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not need Mr Truman to tell them that this is their most vulnerable 
flank and that their foreign policy record has much more appeal 
for the voters The summoning of the special session of Con- 
gress has ensured that the Presidential campaign will bea bitter 
fight to the fimsh and that there will be little temptation for 
either party to put national unity before political profit. 


* * * 


Half-hearted Revolt in Dixie 


The Mississippi and Alabama delegations which marched 
defiantiy out of the Democratic convention into the pouring rain 
have met again at Birmingham, Alabama, to s¢t up a Fourth Party. 
Its relation to Mr Wallace’s Third Party is clear ; it was the fear 
that Mr Wallace would appeal successfully to the minorities in 
the big cities which ferced an uncompromising stand upon civil 
rights on the Democratic convention. The Southerners have 
neminated Governor Thurmond of South Carolina for President 
and Governor Wright of Mississippi for Vice-President on a States’ 
rights platform. Governor Thurmond, unlike Governor Wright, 
has a liberal record on the race issue ; he opposes the poll tax 
and displayed unusual energy in bringing the Greenville lynchers 
10 trial last year, but, like almest all Southerners, he believes that 
racial issues can best be solved by the Srates. 

The hope at Birmingham was to bring pressure to bear tc fore- 
stall the passage of civil rights legislation, but the dream is to 
capture the entire 127 electoral votes of the South and demon- 
strate to the Democrats that they cannot trample upon Southern 
views to win local victories in the North and West. This threat 
would be more effective if the South could deprive Mr Truman 
of victory rather than merely deeper: his defeat. But even in the 
South the rebellion is regarded with suspicion and alarm. 
Senator Russell, for whom the Southern States voted at the 
Convention, refused to stand at Birmingham ; Senator George has 
announced that the convention, in his view, can accomplish 
nothing. The refusal to join the bolt is not because the other 
Southern States do not fully share the indignation against Mr 
Truman, but because a Southern party, launched even without 
the present taint of tidelands oil and race suppression, promises 
so little in the way of present rewards and so much in the way 
of future retaliation and loss of patronage when the Democrats 
return to power. It is thought that Governor Thurmond may 
carry only his own State of South Carolina, Alabama and 
Mississippi. 

* * * 


Progress in the South 


The impressive unanimity of Mr Truman, Mr Dewey and 
Mr Wallace on the need for Federal authority to protect the 
economic and political rights of the negro is more a tribute 
to the strength of the negro vote than conclusive evidence that 
nothing is being done in the South to improve race relations. 
In fact the pace in recent years has been rapid ; and it is the 

ar of Southern libetals that ‘making tie civil rights issue a 

solitical football may set back the cause of progress in the 
Southern States by as much as twenty years. 

The Federal courts have, in one case after another, outlawed the 
efforts te keep the negro disfranchised. Only last week, in South 
Carolina, a Federal Judge issued a temporary injunction to force 
the Democratic party to accept negro members, and to keep its 
books open until July 31st to enable the negroes to enroll. The 
Southern Regional Council reports that the number of qualified 
negro voters has, tripled since.1940, and though the number of 
white voters. has increased even faster in many_States,. it is 
revolutionary. that. negroes may register to vote in most Southern 
cities with the same ease that they do in the North. In only 
three of the seven States which retain the poll tax is it found to be 
a real barrier to negro participation. There are negro police in 
forty Southern cities ; negroes have been elected to city govern- 
ments. There is a danger that Federal interference to hasten the 
pace of emancipation may, by arousing Southern fears and ancient 
hostilities, blight these efforts and give the advocates of white 
supremacy a new cause and a new lease of life. 


* ® *x 
The Housing Paradox 


_ The failure of th blicans i i 
‘catstanding nee on housing 
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struction. In the first five months of the year, 356,000 
units were started, 28 per cent, more than in the same mon 
last year. If this rate is. maintained, with the usual seasong 
increase, the year’s total would exceed not only last year’s tou 
but the "record established in 1925 when 937,000 units were pur 
in hand. But these houses were floated largely on an ocean of 
government credit through the war-time programme of insuring 
mortgage loans to veterans and the ordinary public. H2¢ 
Congress, more by accident than design, partially shut off th 
tap of easy credit and unexpectedly won the approval of: the 
economists, who have long argued that excessive government 
credit for housing was one of the main causes of high prices ot 
only of homes, but throughout the economy. Stiffer credit t 
they have argued, would reduce prices and in time revive d 
on a sounder basis. Easy credit could not produce more a 







it only succeeds in raising prices. ‘The motives of C 
diverged somewhat from this high plane of economic purity 

the Taft-Ellender-Wagner Bill, passed by the Senate, and ‘the 
Wolcott Bill, passed by the House, would have extended Title VI 
of the Housing Act, which has been the major source of govetm 
ment funds for private builders of flats and houses. But the 
Senate Bill authorised Federal funds for slum clearance and urbap 
redevelopment, for modernising farm housing, for housing researei 
and for 500,000 units of public low-cost housing to be built: by 
state authorities for those unable to pay the prices of Private 
enterprise. These attempts tO use Federal money to di 
materials and labour into the under-privileged and blighted 
were opposed both as extravagant and “ socialistic” by the Heat 
its Rules Committee, by a vote of 6 to 2, refused even to allow the 
Senate Bill to come before the House. Mr Wolcott’s Bill, whigh 
was equally unacceptable to the Senate, merely offered more liberal 
depreciation allowances for tax purposes, and a Federal guarantee 
of yields and investments in rental projects, as baits to private 
enterprise. 

In the end, the only Bill passed which, by the widest stretch 
even of Republican imagination, could be called a housing measure 
merely provided a very limited secondary market for insured 
gages. The unintended effect of this stalemate between the S: 
and the House has been to tighten credit, for while Federal 
are still available under Title IT of the Housing Act, it is on 
stantially less liberal terms, and some slowing up in the oooh 
tion for new building permits is already reflecting the chill = 
by the builders. 

The special session provides the Republicans with the i. 
tunity, and a strong incentive, to sink their differences and secume 
a stronger housing plank for their platform than that devisedt 
Philadelphia. Mr Truman is counting heavily on the intran 
of the House, and certainly his support for the Taft pro 
will not make them appear any less “ socialistic” to the House. 
At the very end of the regular session the Senate refused to accept 
a Housing Bill merely extending ‘Title VI, which was favoured 
by the real estate lobby, in the hope that the House would accept 
the whole Taft-Ellender-Wagner Bill. Should the Senate now 
give way, a revival of easy credit terms for housing would help to 
defeat another major purpose of the special session, the reduction 
of the high cost of living. sey 


Shorter Notes ti 


The Atomic Energy Commission has investigated the charges 
that Dr Edward Compaen head of the Bureau of Standards, 
poor security risk, has pronounced them totally unfounded, | 
has asked him to resume his work in connection with a 
energy. This step was taken because Dr Condon voluntat 
resigned after the House Committee on Un-American Activities 
refused to accept the clean bill of health given him by’ th 
Department of Commerce. “det 

* oe 

Mr Henry Wallace and the New Republic (the liberal be 
have parted company. In December Mr Wallace ato 
editor, although his name remained on the masthead as | 
CUS cela 900 tee Speak CENT COPED: Mr W: 

Schoen siffinc cial oo tal ee tee 
devote al 


time to his election campaign but 
the magazine jt before the Third Parts convention © 
fail to ease a situation of mutual 
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THE WORLD OVERSEAS 





Break-up of the German Trusts 
(By a Correspondent) 


fr problem of the future of the great industrial combines 
of the Ruhr and Rhineland is now entering a new stage in 
which fresh decisions must be taken. It shows unwelcome 
divergencies between British and American views, which may 
develop unless the situation is clarified in time. 

As part of the Potsdam policy of smashing Germany’s watr- 
making power, Britain, America and Russia undertook to break 
up all excessive industrial concentrations. This process has been 
misleadingly termed “ decartelisation”; it involved not only the 
dissolution of horizontal sales cartels, but also the break-up of 
vertical trusts. According to the laws passed by both the British 
and the American Military Governments, any undertaking employ- 
ing more than 10,000 persons was considered to be prima facie 
an “ excessive concentration.” In practice, however, the combines 
which have been tackled to a greater or lesser extent are the giants 
—the 1G. Farbenindustrie in the American zone, and in the 
British zone the eight big complexes of the Ruhr-Rhineland—the 
Vereinigte Stahlwerke, the Otto Wolff concern, Kloecknerwerke, 
Krupps, Mannesmann, Hoesch, Gutehoffnungshiitte and the 
Thyssen group, ; . 

With the same dogged adherence to Potsdam doctrine that they 
show over dismantkement, the British have gone much further 
in decartelisation in the Ruhr than the Americans with the LG, 
Farbenindustrie. At the Beginning of 1947, British action against 
the trusts, which had previously been placed under control, began 
under the name of “ Operation Severance,” with the aim of break- 
ing up the iron and steel industry into separate units, “ under en- 
tirely new management.” A clean cut was to be made with the 
past. At the same time, nothing was to be done to prejudice 
the steps which, it was thought at that time, were being taken to 
bringing the industry under German public ownership. 

Execution of “Operation Severance” was placed in the hands 
of a Trustee Administration, a German organisation formed under 
the (British) North German Iron and Steel Control. At its head 
is Herr Dinkelbach, who had been in the past a leading figure in 
the Vereinigte Stahlwerke. Controversy over Herr Dinkelbach 
rages berween the school that believes the burglar makes the best 
policeman, and that which holds that leopards cannot change 
their spots. The evidence of what has been done speaks for the 
gaperre's objectivity, since the break-up of the combines has gone 
ar. 

The first operation, removal of the steel companies from the 
industrial complexes, has now been completed. Twenty-five 
separate companies have been formed, mainly out of the Vereinigte 
Stahlwerke. Their share capital is in the hands of the Trustee 
Administration ; their property has been either bought for cash 
(new reduced by ninety per cent by the currency reform) or on 
lease from the original companies. The Trustee Administration 
retains control over the rump complexes. 

The management and supervisory boards of the new companies 
show a regard for the interests of labour which is reassuring in 
view of the good record of the trade union leadership and the 
unrest which is inevitably coming as a result of rising prices. On 
each supervisory board five out of eleven members represent the 
workers’ interests, including a public official, such as the local 
mayor ; one—the chairman—who is in ten companies, Herr 
Dinkelbach himself, represents the Trustee Administration, and 
five (usually experienced directors of the old combines) represent 
industry. On the management boards, one is a technician, one a 
commercial expert, ana one a labour representative, nominated not 
by the works council but by the TU Federation. Herr Dinkelbach 
has stressed, in taking the chairmanship of so many companies, 
that his intention is not to build up another giant combine, but to 
see that treatment is uniform. 


American Second Thoughts 
Now that the European Recovery Programme is in force, decar- 
tdlisation in the British zone has become a matter in. which the 
take a direct and critical interest. Hitherto, their own 
tanks have been torn ; but now the most ardent trustbusters have 


gone home in sorrow. and anger, leaving the field clear for the 
efficiency experts, who ask only whether smashing the combines 
hampers production. A commission, consisting largely of experts 
from the US Steel Corporation, is at present investigating the 
steel industry from all angles, including that of decartelisation. 
In the American view, the British have done more than break up 
the combines ; they have atomised them. A partial re-grouping 
will probably be recommended. 

From the German industrialists violent opposition has been 
expressed from the start, and ample propaganda data is available 
for impressing the American investigators. As usual, the Germans 
overstate their case. They try to exonerate the industry from 
any share in war preparation or execution ; the combines were, 
they declare, merely helpless branches of Hitler’s State controlling 
organisations. A major part of the German case consists it an 
irrefutable, but irrelevant, account of the admirable integration of 
the Ruhr-Rhineland coal, coke, gas, iron and steel production and 
consuming industries, which ensures the maximum use of coke. 
Legal objections, based on the British violation of the rights of 
private property, form another chapter of complaints. The crux 
of the German industrialists’ opposition, however, is their fear 
that the break-up will go further, and end in State ownership. 
In German political circles, however, decartelisation has the sup- 
port of the trade unions, the Social-Democrats, and the Left wing 
of the Christian Democrats. 

The British case is based on practical as well as political 
reasoning. When Military Government took over, the Ruhr was 
at a standstill. The companies had in any case to be reorganised 
after drastic losses. Were they to be set up on the old lines, 
under the old management ? Everything spoke against such a 
course. 

The combines represented vast concentrations of power. At 
their head stood the Vereinigte Stahlwerke, responsible for 47 
per cent of Germany’s entire prewar steel output. The holding 
company, which had an issued capital of RM 460 million 
(£36,800,000 at the prewar rate), controlled 12 steel companies and 
hundreds of subsidiaries, ranging from coalmines and engineering 
plants to hardware shops, farms and hotels. More than economic 
necessity, the German love of organisation and of power for 
power’s sake, led to this vast conglomeration which had absorbed 
dozens of small businesses. In the combines the small shareholder 
had no voice bwing to the German system of bearer shares, which 
gave the banks, apart from their own holdings, the right to exercise 
proxy votes. The selling company, in which the profit for the 
whole trust was concentrated, was often in the hands of a single 
family, notably, the Krupps, Thyssens, Haniels and Flicks—a fact 
which justifies the peculiarly personal way in which the Germafi 
combines are usually described, and the trial of the family heads 
as war criminals. 


Effects on Future Production 


From the economic point of view, the trusts were largely formed 
with the idea of evading the turnover tax, by placing all stages 
of production under one ownership. The policy was to run the 
basic and intermediate companies at a loss, channelling all the 
profits into the end product. Decartelisation has broken up this 
structure by cutting the steel companies out of the combines. It 
has not, however, destroyed the working integration of the Ruhr 
production and consuming industries ; the change is simply that, 
instead of being under single ownership, the individual companies 
now buy each other’s goods or services under contract. 

In general, it can be said that no harm has as yet been done 
to production by the break-up. But the future is another matter. 
In the first ERP year, steel production has to be raised to 
6,000,000 tons and every branch of Ruhr production with it. The 
argument against dislocation of any kind can be used as strongly 
against decartelisation as against dismantlement. 

Even more important than the structure of the combines is the 
question of their future ownership. Here, too, the Germans are 
divided into Left and Right, with the Right holding the reins. 
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A final decision will not be made for some time; but 
changes are coming scon inthe, organisation of control, which 
will place complete operative authority’ and trusteeship of the 
shareholdings ef the iron and steel combines-in the hands of 
the German Ecenomic Committee in Frankfurt. This body is 
wholly anti-Socialist and will be in effective control of “policy 
on the German side for at least a year to come. The Americans, 
though pledged to respect a German decision, are too firmly 
convinced that Socialism impedes production not to object to any 
practical steps which lead in that direction The British Govern- 
ment, on the other hand, is sti]l bound by Mr Bevin’s word 
to support public ownership for the Ruhr industries. 


Food from Eastern Europe—lIl 


[FROM A SPECIAL CORRESPONDENT] 


In the preceding article it was argued that the agricultural pro- 
duction of Poland was being directed on lines which suggest that 
grain exports to western Europe of the kind and on the scale 
encouraged before the war were unlikely in future. The same 
trend can be seen in Czechoslovakia, Hungary, Bulgaria and 
Jugoslavia. : 

In Czechoslovakia, as in Poland, the main agricultural increase 
is to be in livestock products: —for instance under the Two Year 
Plan pork production is to be doubled, milk increased by 75 per 
cent, eggs by 50 per cent, and beef by 35 per cent. 

Industrial crops, too, are to be increased, in particular oi] seeds 
by 43 per cent. So far the plan has met with little success, 
due largely to last year’s disastrous drought. Bread grain 
production in 1947 totalled 1.85 million metric tons com- 
pared with the 1935-1937 average of 2.99 million metric 
tons. Fodder grains, including maize, amounted last year to 
1.58 million metric tons, compared with 1935-37 average of 2.41, 
while potatoes in 1947 yielded 4.68 million metric tons compared 
with 9.85 in 1935-37. There was, however, another factor at 
work, of more lasting effect than the weather, and that was the 
movement of population which has occurred, especially in the 
former Sudeten areas. In some districts not more than one 
farmer in six is cultivating the same holding as he had before 
the war; and the general uncertainty which is felt, partly as a 
result of this shift of population and partly because of land reform, 
isa serious handicap to the plans for increased production. 

Czechoslovakia, as has already been said, has always imported 
more food than it has exported ; in the future it is unlikely to 
have any significant increase in its agricultural exports, and it will 
certainly require more from its neighbours than in the past. 

Hungary is another country where in 1947 there was a disastrous 
decline in production. The wheat harvest, for instance, yielded 
1.13 million metric tons in 1946-47 compared with 2.48 million 
metric tons in 1938-39. Reductions of a similar order took place 
with rye, maize and potatoes. The final figures for 1946-47 are 
not yet available, but bread grains are not expected, to show any 
significant rise over the previous year, potatoes should reach 
nearly 90 per cent of 1938-39, and maize may. show a slight 
increase over the pre-war figures. But even the Three Year Plan, 
the last year of which is 1949-50, looks forward to yields of wheat 
and rye well below prewar—1.8 million and 0.45 million tons 
respectively ; a maize yield of 2.46 million tons compared with a 
prewar figure of 2.34, and a potato yield of approximately the same 
as prewar It is in industrial crops where the greatest rise in 
preduction is to take place ;;sugar, beet.is to increase nearly ten- 
told, and the number of pigs will, according to the plan, be 
double the prewar figure by 19§0. 

But the emphasis of Hungary’s economic plan is on the 
industrial side; this is shown by the fact that agricultural pro- 
duction is planned to yield ro percent less in value that it did 
in 1938—9,s00 million forints compared with 10.4 million ; while 
industrial production is to increase by 4,000 million forints over 


the 1938 figure of 14,700 million forints. Therefore, even if the - 


plan succeeds, Hungary’s agriculrural exports will be greatly 
reduced ; indeed it is probabie that its grain exports will disappear 
entirely, since the reduced crop will have to feed not only a grow- 
ing human population, but a much enlarged animal population 
also. a 

There are, however, great difficulties in the way of executing 
even such a modest plan as this, because in Hungary—alone of 
Eastern European countries—the Government has not been con- 
tent to dispossess the former large land-owners, but has continued 
to distribute this land among the peasants: Out of a total agri- 
cultural area’ of 18 million acres, ‘the ‘state ‘obtained by its land 
reform 7 million acres, and a further 13 million acres of forest 
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land. By far the largest proportion of the agricultural land has 
already been divided between former peasants and farm workers, — 
and only a very small area has been retained as state farms of 
exper:mental farms. What is more, so great is the mistrust of 
the peasant for any form of co-operation or collectivisation, that 
no attempt has been made to increase production or facilitate 
marketing by co-operative means. The absence of co-operation | 
will make itself felt particularly in. Hungary’s seed trade, which 
formerly accounted for 15 per cent of its agricultural exports 
or § per cent of its total exports. The technical problems of 
isolation to prevent contamination by other varieties and of in. 
spection for purity are such that peasant farmers will not be able 
to grow seeds of sufficient quality unless they co-operate. Nor 
will they be able to preserve, pack and grade their animal pro 
ducts, fruit and vegetables in a manner suitable for export if they 
insist On operating as single individuals. It therefore seems certain” 
that Hungary’s value to Western Europe as an exporter of agri- 
cultural produce in any form has largely disappeared. by 
Like Poland and Czechoslovakia, Jugoslavia, too, is trying to 
become an industrial country. Agricultural production is te 
increase, but to a far lesser extent than industrial production; 
while the agricultural increase is to be in industrial crops and 
livestock. The Five Year Plan, which is due to be completed in 
1951, aims at a reduction of the total grain area from the 1939 
figure of 6.24 million hectares to 5.71 million hectares by 19§1, 
while industrial plants are to be increased by 245 per cent—from 
204,000 hectares to 14 million hectares. The greatest increase 
will take place with soya beans (715 per cent), cotton (415 per 
cent), sunflower (381 per cent) and flax (268 per cent). ‘ 








Jugoslavia’s Difficulties ; 


But, in spite of reductions in the area of Jugoslavia’s grain 
crops, total production fs to be increased, according to the plan, 
by a higher yield per hectare, with the result that the total grain 
yield is to rise by 113 per cent. In all, agricultural production 
will grow from the 1939 value of 63.8 milliard dinars to 967 
milliard in 1951. A variety of means is to be adopted to bring 
this about. A comprehensive cropping plan is drawn up year 
year by the Federal Government for each of the Peo 
Republics, and this plan is broken down by the Ministries of 
Agriculture of each Republic for each district. Here and in the 
villages People’s Committees continue the work, so that event 
every farmer receives his quota of crops to be grown and 
to be delivered. Up to date methods are to be applied, and to 
this end agricultural technicians are to be trained and sent round 
the countryside. State farms are to breed good seeds and livestock 
and to carry out research. Agricultural machinery and fertilisers 
are to be produced on a far greater scale than prewar—nine 
times as many ploughs as in 1939 and 4.8 times the prewat 
fertiliser production. Finally, co-operation is to be encourag 
in every way, both by co-operative farms and by co-ope 
marketing and buying. af 

However, in spite of these comprehensive plans and statistics, 
the Federated People’s Republics of Jugoslavia are likely to hi 
many headaches before success crowns their fforts. fe 
technicians can be sent round the countryside they must, 
trained ; and before they can be trained, faculties at universities 
must be enlarged to cope with the increased. number..of 
students. Before agriculture can bé adequately, mechani 
supply depots.for spare parts must be established throughout 
country, and it must be possible for the farmer to get in touch 
with these depots. without delay if a machine is broken 
Mechanised farming requires modern roads and come 

Before. 









and it does not need more than a short drive through the 
countryside to show the lack that there is of these. 
modern methods in any form can be adopted, the farmer. hi 
must be prepared to accept them ; and the very type of man who 
is most likely to adopt new methods is to be enticed away from 
agriculture in order to build up the industrial power of Juge 
slavia—that is to say, to help in the planned increase: of erie 
oil production to 45,000 per cent of its prewar level, railway 
trucks to nearly 30,000 per cent, machine tools to 75,000 per cent 
and electrical machinery to over 3,000 per cent... ik 

Jugoslavia can certainly spare a large number of its 5} million 
people who are engaged in agriculture without lowering Pie 
duction, but the most go-ahead men must. remain if. the i 
increase e to be achieved. This will mean stern com 
petition for good, labour between agriculture and industty, 
and, in view of the predominant Eeotata placed upon the latter, 
it is unlikely that agriculture will win. Jngoslevie will un 


countryside which has been taking 


hundred years ; and this is to take place at the very moment 1 
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K.L.M. are the “hauliers of the 
air”. More than fifty of the most 
important marketing centres of 
the world are served by fast 

gery K.L.M. freighters carrying 
z t anything from livestock to 
! 1 heavy machine parts. 
i 1 Full particulars from all freight agents, 
a 1 or from K.L.M, Royal Dutch Airlines, 
j 194 Sloane St., S.W.1 (Tel: Sloane 9656) 
J and at Manchester, Glasgow & Dublin. 
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eS VASTLY IMPROVED CONCEPT OF 


RMAGNETIC-ELECTRONIC DICTATION 


EQUIPMENT + +  « BY 


THERMIONIC PRODUCTS LTD 








=*\ DICTATING MACH 
Protected by British & 
Foreign Patents and : 
Potents pending. 

Provides easy and quick correspon- 

RECORDINGS CAN BE dence by magnetic-electronic re- 
TRANSCRIBED . . . FILED cording and reproducing the human 
-.. MAILED .. . PLAYED voice on inexpensive recording discs. 
BACK AT ANY TIME... IT OFFERS FEATURES NO OTHER 
NO CYLINDERS TO DICTATION UNIT ON THE MAR- 
SHAVE. Recording | discs KET CAN MATCH, At its low cost 
can be instantly erased and of £45 it will pay for itself many times 
used over and over again. over. Made in. England. 


Write at once for full details to the Manufacturers and Sole Distributors :— 


THERMIONIC . PRODUCTS LTD., 


London Office : PRATT WALK, LONDON, S.E.I1. 
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KITCHEN HELP 


Hotels and canteens supplied with Calgonite for their dishwashing 
machines are assured of reliable help in the kitchen. Calgonite 
contains Calgon which dissolves lime scum and makes a clean 
and simple job of washing up, especially when the water is hard. 
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8 CHEMICALS] 


CALGON (Scdium Metaphosphate) * CALGONITE sys 
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a greater intensity and mechanisation of agricultural production 
is contemplated. 

Finally, as in all the other eastern countries, the Jugoslav 
peasant lacks confidence in his Government. Although land. re- 
form is not am important factor—only 1,750,000 hectares of agri- 
cultural land have been expropriated s_nce 1945—the peasant sees 
all round him, and particularly in the replacement of the village 
shops with the state and co-operative shops, evidence of the 
Government’s feeling towards private ownership. He feels no 
sccurity, and for this reason lacks goodwill towards the Govern- 
ment ; therefore he will not co-operate. 


Bulgaria Imports Food 


In Bulgaria before the war.the agricultural exports (including 
tobacco) accounted for over 90 per cent of total exports, while 
imports of focd were almost insignificant. By 1946 tobacco and 
cigarettes accounted for over 75 per cent of the total agricultural 
exports (compared with approx‘mately 50 per cent prewar), while 
food imports amounted to two-thirds of the value of food exports. 
In 1947 the relative importance of tobacco and cigarettes had 
risen still higher, so that they totalled over 85 per cent of agri- 
cultural exports, and for the first time food imports. were higher 
than food exports—an extraordinary state of affairs for a country 
where over Bo per cent of the people are dependent upon agri- 
culture for their Livelihood. 

Official pronouncements talk of the encouragement of “ im- 
portant farm products for trade and industry.” But at the 
moment all energies are being directed towards increasing general 
agricultural output, regardless of whether it is for industry or for 
food. However, it is probable that, as soon as the immediate 
food shortage is over (which should be by the end of this harvest), 
there will be a renewed emphasis upon industrial crops. The 
immediate plan is to increase production to 160 per cent of last 
year by mechanisation and through co-operative farms. But it 
must be remembered thar co-operative and state farms between 
them do not cover more than 4 per cent of the total agricultural 
area of the country. In the immediate future, therefore, it is 
impossible for these to play a large part in any increased 
production. 

Here, as in so many other things, Bulgaria is following in the 
footstcos of Jugoslavia. The plan, though not worked out in the 
same detail, is likely to be the same, the means for achieving the 
plan are also the same, and the difficulties which stand in the 
way of such achievement are the same. The Bulgarian farmer, 
like his Jugosiav neighbour, is a small capitalist and, what is more, 
he has learnt through generations of occupation how to defeat 
the plans of a Government which he does not like. In spite of 
this, it is certain that Bulgaria will soon no longer need 
imports of grain from Jugoslavia cr Rumania, and will be in a 
position to export food elsewhere. But this export will never 
reach the heights that it did before the war, because of the 
tendency towards increased livestock production. In any case 
it is probable that a considerable part of the exportable surplus 
will go to Czechoslovakia, and possibly to Hungary and Poland, 
in return for industrial products, : 


(Concluded) 


' Aftermath to Violence 


[FROM OUR ROME CORRESPONDENT] 


THE attempted assassination of a man, who claims to 
be a national leader, at the moment when he was casting round 
for an escape from embarrassment and eclipse, may be expected 
to act as a strong, if temporary, tonic to his politics. The last 
parliamentary speech of Palmiro Togliatti before the shocking 
act which appears, happily, to have spared his life, was judged 
to have been his weakest. After an exordium to the effect that 
peaceful coexistence of capitalist and communist economies is not 
impossible—which is what Stalin has said to Stassen and other 
visiting Americans for months past—Togliatti spoke at great 
length against the Marshall Plan. He ended with a pede to 
meet imperialist war by an insurrection in the name ‘ 
According to all minutes of the Bucharest meeting of the 
i a ago, Togliatti and his companion Secchia 
suffered a sharp reprimand and were ordered to resume 
the struggle against the State and not to wince 
at insurrectionary or false, the alleged 
instruction was borne out by T oo of July roth, by 
eructen wae FS en eae 
end by the bassh,post-stuke acticie, "The struggle continues,” in 
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which Luigi Longo, operational chief, second in command, and 
incorruptible confessor of the purest Muscovite word, issued in. 
structions to Italian Communists. There can be no doubt of 
Togliatti’s courage, energy and"trilliance, and prcbably no doubt 
of his readiness to serve the cause, if necessary, as a commander in — 
direct action. But he has stcod from first to last, since 1943 (and 
earlier as a broadcaster frcm Moscow) as the protagonist of — 
rhetorical, insinuating, propagandising Communism. And the 
scope for that sort of activity seems to have vanished, with the 
eclipse of the Popular Front, under two impacts— the election 
failure, and the Cominform’s Menetekel to fellow travellers. What 
scope is there now for marching towards Communism by direct 
action ?. Much, no doubt, for work as a fifth column, if Italy 
became involved in a Crusade of the West. Bus if Italy enj 
external peace for a while, then insurrectionary Marxism, 
evangelising Marxism, seems to face dim days. 


Insurrection According to Plan 


The attempted assassination offered possibilities for the Italiag 
Communists and their friends to recover some political influengg, 
had they been free agents. There was genuine national indigng- 
tion at the crime. This might have been exploited both by weak. 
ening the Christian and Third Force separatism which has long 
been at work in the General Confederation of Labour, and by 
obliging Premier de Gasperi to take the Opposition into consulta. 
tion on questions of public order. Pietro Nenni, indeed, made 
gestures in this sense to de Gasperi, but they were spoilt by 
the Communist “Plan K” or “Plan Z” which was put into 
operation immediately after the crime. 

In Genoa, almost immediately, about 50,c00 workmen, pouring 
from the industrial suburbs to the centre of the town, disarmed 
the police on their route, seized four armoured cars from the 
military, and established road blocks with machine guns. Un- 
successful attempts were made to occupy the telephone exchange 
and a generating station. In Milan, the local Chamber of Labour 
ordered all workers to stand by at their factory posts, suspending 
work. Later, two factories, the Motta confectionery works and 
the Bezzi engineering works, both of which in recent days have 
been cleared by police of sitdown strikers, were entered by force, 

In Turin, according to the Government, the Managing Director 
of Fiat, Signor Valletta, and a number of the higher personnel, 
were seized and held at the works. A later statement by Signor 
Valletta indicates (perhaps for diplomatic motives) that they se 
mained in the factory for two days of their own accord. A 
kind of Committee of Public Safety was formed in Turin, headed 
by Moscatelli, one of the romantic figures of the Communist 
Partisan Army of 1945, now a Senator. There was extensive 
sabotage to railway lines in North and Central Italy ; according 
to the radio this took place at over a hundred places. The Com- 
munist argument is that a great many scattered operations, un- 
connected with the order for a general strike, de 
the spontaneous wrath of the workers at the assault upon Togliatti 
The Government thesis is that the acts had a planned 
tionary character. Possibly they were parts of a Plan = 
a cue, and young Pallante’s shots were a not quite definite cue on 
which only partial action ensued. 


Split Labour Leadership 


In any case, the Government has emerged trom hs 
trial with enhanced i The aasioaes 
followed by three days of what might be termed 
rection, has brought the question of labour leadership side 
to a head. The formation, nominally inside the General Con- 
federation of Labour, of a separate Christian Democratic leadet- 
ship has been more or less quietly for many months. 
During the winter the Christian Democrat minority won fot 
itself the right to express and to explain its dissent from decisions 
taken by the Confederation’s executive, without such dissent being 
regarded as treachery. This right has been freely used in conmec- 
tion with national and local strikes. The syndical pauerereae 
of mid-July has, however, spurred large numbers of 
syndical organisers to demand what their chief guide, 
Pastore, has hitherto avoided—repudiation of the syasdical 
established in 1944. This would mean a return to the regime & 
a separate Christian Confederation such as existed, and at times 
competed powerfully with, the “ Red ” ion before bod 
were suppressed by Fascism. 

At the moment it is not clear whether the dispute 
Marxist and Christian syndicalists will result in this clear breach 
For their part, the “ Third Force” syndicalists, hopeful of ; 
ian ced eerste eae tectiste Son pdatientian A i 
vo aval of the Communists and Nenni Socialists, are striving 
to avo it. 
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“Glad you like this sherry 
—it's South African 


It’s extremely good. I got some 
South African wine the other 
day .. 


I know. A good wine, but not 
of this quality. 


Precisely, but why the dif- 
ference ? 


Well, this is a truly representa- 
tive South African wine. You 
see, though the Cape has been 
for centuries one of the world’s 
finest wine countries, it couldn't 
compete in Britain with E. uropean 
countries until Empire wines got 
a duty preference twenty years 
ago. That bucked up the South 
Ajrican industry, 


But why haven't we tasted such 
wines before ? 


Because really fine wines are 
achieved by selectivity, experi- 
ment and slow maturing. South 
Africa has done as much in 
twenty years with some wines as 
the Continent has in generations. 


Only certain wines, then ? 


SOUTH AFRICAN WINE FARMERS 
ASSOCIATION 


(LONDON) LIMITED 


So far. All are good, but not all 
are fine. The improvement is 
naturally. progressive. 


Were South African wines well- 
known here before the prefer- 
ence twenty years ago ? 


Now you're delving into history. 
They used to be very 

But in 1860 Mr. Gladstone 
removed the Colonial Preference 
and sent the South African wine 
industry into the wilderness. 


Is that likely to happen again ? 


I hope not. Imperial Preference 
has encouraged the South African 
wine growers to tremendous 
efforts. The British Government 
is not likely to lead such an 
important Empire Industry up 
the garden again. It wouldn't 
€ sense. 


So we can look forward to 
several kinds of really fine wines 
from South Africa ? 


You certainly can, 
and very soon, too.’” 








NOW OPEN 


The City branch of 
J. ROUSSEL LTD 
at 3 OLD JEWRY 
is now open for the 


convenience of City men 


who take pride in their 


appearance... 


LINIA BELT 


Linia Shorts are also available 
Linia Method Booklet on opplication from Dept. il 


Sold. only by. Je ROUSSEL LTD 
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LONDON — GENEVA — CAIRO — BOMBAY 
latest, most comfortable Constellations 


to Geneva & Cairo 


MIE ee 


Your Travel Agent Charges no booking fee or cancellation fee 
Ask him, too, for onward bookings from Bombay by Air-india throughout India 
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* a Rte WATCH 





As Supplied to H.M. Forces 


With watch imports severely restricted the release of Government 
stocks of men’s high-grade Swiss watches provides an excellent 
opportunity. 15-jewel movements. Steel cases—waterproof, shock- 
absorbing and non-magnetic. 


ALL NEW AND FULLY GUARANTEED 
teowtoas.. .. S12) eee, £9.19.6 
CORTEBERT £11.10 LEMANIA .., £10.10 
omen... LIG|toncines. .. £20 


IMMEDIATE DELIVERY « SENT POST FREE ¢ ORDER BY POST 














Regent Street London WI REG 7570 
& 3 Old Jewry London EC MET 0609 
end ot Birmingham, Manchester, Liverpool & Glasgow 


WARINGs GILLOW 


OXFORD STREET, LONDON, W.l. 








' 
€ 
: 
£ 
§ 
i 
; 
ne 
‘ 
; 
t 
; 


ee 
ar 


i ie 
ee 


A oc OTe Me 
. 


aoe * 
oem Pr cand 


aac 


ae 


w 
Ee 
- 
3 
; 
a 
‘ * 
3 
* 
— 
ey 
? 
be 


at 
a 
z 


152 





THE ECONOMIST, July 24, 199g 


THE BUSINESS WORLD 





Britain’s Food Stocks 


NFORMED discussion on Britnin’s food policy is almost 

impossible because no official ihgures of British food stocks 
are published. This difficulty was voiced during the debate 
on food supplies in the House of Commons a fortnight ago. 
But Mr Strachey gave no ground ; indeed he even refrain 
from pressing into service the old argument that publication 
of stock figures would weaken Britain’s bargaining power in 
bilateral trade negotiations, This doctrine has always been 
difficult to swallow. If it had any force, it might be expected 
that publication of non-ferrous metal stocks would damage 
Britain’s bargaining power with producers of non-ferrous 
metals, but there is no evidence that it does. Mr Strachey 
offered to the House the innocuous assurance that “ the stock 
figures are, if anything, a little higher ”—that is, compared 
with a year ago. The Ministry of Food’s trading accounts— 
the latest relate to 1946/47—seem to be designed to shed 
as little light as possible on its operations. Commodities are 
grouped together in such a manner as to defy statistical investi- 
gation ; for example, “cereals” form one category, “milk 
products ” ancther, “‘ meat and livestock” a third. Moreover, 
the value of stocks given in these accounts is said to be calcu- 
lated on “a cost basis,” but it is impossible to correlate these 
stock figures with the average costs (excluding subsidies) of 


the foodstuffs concerned, as given in Parliament from time to 
time. 


This policy of secrecy certainly prevents constructive dis- 
cussion of the Ministry’s operations. Nevertheless, it is 
possible to get some impression of the size of Britain’s food 
stocks. An arduous and lengthy method is involved*, and 
though the results may not be absolutely accurate at any 
given date, they should give a fairly reliable indication 
of trends. A calculation based on the same method was 
published in The Economist of May 17th last year and the 
figures have now been brought up to date. Table I shows 
the estimated bulk stocks (excluding wholesale and retail stocks) 
for eleven rationed foodstuffs on April 1, 1948, with com- 
parative figures for the two previous years. Stocks last year 
were known to be low—for some foods dangerously low. But 
the high rate of imports during the summer months materially 
increased the level of stocks, and by October 1st, wheat stocks, 
for example, were probably about three times the April level. 
The figures in the table are in line with Mr Strachey’s recent 
statement. Stocks, if anything, are a little higher ; indeed, for 
certain foodstuffs, that may even seem an understatement, but 
Mr Strachey may have been referring to the figures for July 
1st and not April 1st. 

But, if these figures are reasonably accurate, they do not 
suggest any ground for complacency. Of canned corned meat 
—the one food which few people like in any quantity—there 
was just over a year’s stock. Stocks of dried egg—another 
food. which also has a limited sale—amounted to over thirty- 
three weeks’ supply, at current rates of consumption, while 
there. was more than three months’ supply of sugar and tea. 
For other focdstuffs, stocks. are. smuich fighter, ranging from 
two ahd ‘a-half weeks’ supply. of “butter to over eight weeks’ 


* Stocks. have. computed by ty, deducting total < disposals ji in the 
Unidad Kingdom ( besa uding .ex ports. and resexports) from the: -aggtegate 
of home production and imports for | each Year and telating the series 


ac iii aiiientinitiat chu Libied ota 


_ food..policy took no account of the 
| Aid, it is obvious now that a high lev 


supply of wheat. For many items a fortnight’s supply must. 
represent the lowest working margin, Perhaps the stocks og 
April Ist were not quite so low as Table I would suggest 
because the Easter holidays at the end of March tended 
to reduce the published import figures be!ow actual arrivals— 
a discrepancy which would, of course, be balanced out in April, 
Movements of stocks in the second quarter cannot yet be 
assessed with any accuracy, and the last column of Table I 
gives at best only a rough indication of what may have happened 
to food stocks in the second quarter. All the foods listed, 
except flour, butter, bacon and sugar, appear to have declined, 
but the changes are not exceptional and seem largely to reflect 
seasonal fluctuations in imports. 

If these figures give a reliable indication of food stocks, 
what inferences do they suggest about British food policy? 
First, despite heavy expenditure on food imports during the 
past year, there have been no excessive increases in stocks, 
Supplies of wheat, flour, margarine, cheese, carcase meat, dried 
eggs and sugar at the beginning of April were all larger than 
two years ago, whereas stocks of butter, canned corned meat, 
bacon and hams and tea have been reduced. The Minister 
of Food has admitted that stocks of sugar are large, but has 
refused to increase the ration ; instead overseas purchases will 
be reduced (with some saving of dollars) and stocks will be 
used to meet current needs. This vm. is sound, but it 
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Taste I.—EstimaTep Foop Stocks IN ‘Great Britain 
Ae 000 tons) 

















| 
A 1 A 1, | April 1 eo ) ks ‘oe 
a il, il, | Average Wee in § 
tote gl {ous Weekly | Supply on| April- 
Consump-| April 1, June, 
tion 948 1948 
i | j i 
Wh. 5/100 ccheasan 625 | 410 835 9 8 —219 
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covers a previous mistake in buying, Sen ihocks were accumu- 
lated when the sugar was at or near its peak, and the cuts 
in sugar imports are now to be made when sugar is becoming 
cheaper. The increased stocks of dried eggs in April, 19475 
perhaps provide another example of openhanded expenditure 
of dollars on a food for which the public has only a second 
preference. Yet, apart from these examples, the stock figures 
suggest little ground for criticism of the Ministry’s policys, 
so far as the staple rations are concerned. 

But examination of the balance of payments shows that, 
although the quantities of food imported in 1947 were im 
general much lower than in 1938, Britain could ill afford 
them. If dollars from ECA had not been available this. 
year, a sharp reduction in rations would have been inescap- 
able, “with “serious. repercussions on British recovers 
Despite) repeated affirmations by Government spokesmen 
possibility of Mar 

qe consumption. 


relatively to what the country ‘could afford from its own 
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resources—was maintained on che hope that dollars, in one 
form or another, would be p:ovided by America. The chang- 
ing pattern of British food imports is shown in Table Il. 
Wheat imports in 1947 were 83 per cent of the 1938 figure, 
though imports of flour were two and a half times heavier. 
Canada is the main source of supply. More Argentine wheat, 
however, was purchased than before the war, but the expansion 
of grain production in Australia suggests that imports from 
South America will be reduced in future. Imports of butter 
were less than half the prewar level, largely because smaller 
quantities arrived from Denmark, though neither New Zealand 
nor Australian shipments are yet as large as in 1938. Cheese 
imports, on the other hand, have increased by over 30 pez 
cent and the United States has become the second mosr 
important source cf supply. Meat imports, calculated by 
carcase ‘veight, show little change compared with 1938, but 
they no longer include large quantities of chilled beef ; instead 
ihere is more frozen beef and mutton. Nevertheless, Argentina 
remains the largest supplier. Bacon and ham imports were 
much smaller in 1947 than im 1938, but over three-quarters 
of the total quantity came from Canada, compared with one- 
fifth before the war. This reflects the great efforts of the 
Canadian farmer to help to feed Britain during the war. Large 
imports of dried eggs for direct consumption were another 
wartime development, which has persisted at a significant 
cost in dollars. India and Ceylon remain the chief suppliers 
of tez, but the quantities received from each is less than before 
the war. Sugar imports, on the other hand, are smaller than 
in 1938 and, moreover, they are now derived to a greater 
extent than formerly from dollar countries, such as Cuba and 
St Domingo, instead of Australia, Mauritius and South Africa. 


The Government did not begin to switch from dollar to ster- 
ling sources of food supply until last August. In 1947, a greater 
proportion of Britain’s staple food imports came from hard 
currency countries than before the war. And figures for the 
first six months of 1948 show only a slight change towards 
sterling sources ; the only foodstuffs affected are cheese and 
sugar. Indeed, there can be no immediate saving in dollars for 
food imports unless the level of home consumption is reduced. 
The new long-term contracts may be more successful in future 
in securing larger quantities of food, particularly from sterling 
areas. Contracts have been signed with Australia and New 
Zealand for meat, butter and cheese, and with other Common- 
wealth countries for sugar, coffee, vegetable oils and fats. But 
pest experience shows that in few cases has the existence of a 
long-term contract encouraged a large-scale expansion in 
output. Again, where contracts have been made with hard 
currency countries—such as the Canadian contract for wheat, 
beef, bacon and eggs, and the Argentine contract for meat— 
first intentions have been greatly affected by exchange diff- 
culties. In the case of Canada, the contractual quantities had 
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to. be. reduced to conform to Britain’s ability to. pay dollars, 
while two separate attempts in 1946 and 1947 to find a basis 
for regular supplies of Argentine meat over a period of years 
have failed. These difficulties do not necessarily mean that the 
notion of a long-term contract is worthless. But they do demon- 
strate that the contracts so far megotiated by the Ministry of 
Food have yet to succeed in one of their avowed purposes— 
to secure an expanding supply of foodstuffs for Britain. 


The Commonwealth producers require a guaranteed market 
for their produce. If they will accept sterling, Britain can 
certainly give that guarantee, but price still plays an important 


Taste Il.—Britisu Foop Imports 


(000 tons) 
Commodity and Main Seurces 1938 1947 |» Jan zene 
| t 
Wheat: 
OI cic céd adn bed dsddekehiscoanute §,081 4,195 2,036 
COMER ov bcos canes cbc cess seek 1,442 3,439 1,615 
OB Fre. 06 bi GE CS oh vn Fao os 6a ke dada 790 347 44 
APEUAGE kis hee) chs Dh cy cect boeonv be 291 387 105 
Flour 
ORME S45 oh we We Cae Wa edie eee owe 384 894 390 
EE 6 Sao bk os Rac cds k OoRs eee ken 183 661 Sal 
CAOUE, be Eels S63 PGi th RAi a a ES chee 20 132 
GOES CORRE 6 kh 5 io cakes we beetckine 476 216 162 
Cheese : 
OUR so ks sp BXe 0a 6cu ths cdteed ds deka 146 192 &2 
OD LORTANE 65 6 9S i Wn nce SORES 8&2 &3 o4 
EASE so diknns cheba te bo heat chen sae (a) 6 I 
Meat {carcase) : 
MOREE ook. td elaviclinsensee cvgens +s sae Hes 1,010 1,002 414 
MN ES) <0 bin 0s ch abadoig nade 367 381 157 
Ausirvalia and New Zealand ......-+0siss 442 491 210 
Bacon and Hams; 
BONO Ks, « Salad ods ieee cab en a ee 371 132 101 
CRROUIIA < 3s dw's oo ebir sc 04 kb aS aN eae < 75 98 7a 
CR SE BS. BCS. es 6 dha vies 169 33 16 
Be teat SRE og kde so pcde aes «cheue (a) a 3 
TRRPORN Oe sida. i che eee 235 174 80 
Sugar : 
UE ek che i tak ds ceehs ckeninerene cas 2,369 1,877 956 
COE . Sse iwcbiwes . ovaubuedd «cuties 601 1,134 $28 
EME 0 wk 0p Shee 0 andes kk Os ce 271 815 189 


(a) Less than 500 tons A 





part. The contract for butter and cheese signed with New 
Zealand last week is an attempt to give farmers there some 
measure of price stability ; negotiations are also proceeding 
with Australia and Canada. Britain has agreed to purchase 
New Zealand’s exportable surpluses for the next seven years 
until July 31, 1955. The initial price for butter is 235s. a cwt., 
against 205s. in 1947/48, and for cheese 133s. a cwt., against 
118s. last season. These are sharp increases and they bring 
New Zealand prices more in line with Danish prices. They 
will, incidentally, also raise the cost of food subsidies close to 
£500 million a year. But the contract stipulates that at the 
annual price review, prices are not to be altered by more than 
73 per cent in either direction. Thus in 1955, New Zealand 
butter and cheese cannot cost Britain less than 147s. and 83s. 
a cwt. respectively—and these prices would show an advance 
of little less than 50 per cent above the prewar level. Such 
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prices may or may not prove to be too high, but the limited 
correction of prices each year should afford some stability to 
both Britain and New Zealand, although Britain would prefer 
to have this stability nearer the bottom of the market, rather 
than at the peak. The main weakness of the new contract, 
however, is the lack of a specific guarantee to increase output. 
It is hoped that over the next seven years, New Zealand 
production will expand by between 20 and 2§ per cent. But 
it is mo more than a hope. From Britain’s point of view, the 
success of any long-term contract must depend partly on the 
extent to which it encourages a larger output when that output 
is required. 

The development of new sources of food is fraught with 
its own difficulties, apart from any question of long-term con- 
tracts. So far little headway has been made, even with the 
East African groundnuts scheme and the Queensland project. 
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To expand agricultural production for the British market iq 
those countries with which Britain has a serious trade deficit— 
even a sterling deficit, unless it is likely to be tem 

only postpones the problem to the future. Speen a ; 
increased industrialisation of a particular Dominion i 
Britain’s trade balance with it to become pe 
adverse, because British manufactures no longer find 
adequate market there. Unless such a deficit can be balanced 
multilaterally, there is little point in allowing it to rise a 
exporting more food and raw materials to Britain. 
consideration may encourage new development pes a in 
colonial areas where the likelihood of rapid industrialisation is 
smaller. Such projects, however, involve large capital 
investment, the resettlement of natives and will take many years 
to mature. They promise no relief in the short run for 
Britain’s food supplies. 


Bill Market Documentary 


NTIL quite recently, one of the peculiarities of the London 

Money market has been the paucity of precise informa- 
tion about the scale of its operations. Traditionally, a high 
proportion of its members comprised firms or private companies 
which published only very meagre and inadequate balance 
sheets, or none at all. Asa result, unofficial investigators had to 
rely upon estimates—and often mere guesses—of the activities 
of an important part of the whole mechanism. This is still true 
of a large segment of the acceptance market, but is fortunately 
no longer true of the discount market. When hostilities ended 
in 1945, the eleven London discount houses envisaged great 
opportunities for expansion by providing facilities for smoothing 
the course of reconversion finance, as well as the ex-Chancellor’s 
cheaper money programme, in the short bond market. En- 
couraged by the central authorities, they were quickly released 
from the postwar queue of applicants to the Capital Issues 
Committee, and during 1946 and early 1947 succeeded in in- 
creasing their aggregate capital resources by some 50 per cent— 
raising them to about £34 million. This financing, traced in 
some detail in these columns at the time, involved the conver- 
sion of a number of firms and private companies into public 
companies, and a series of introductions of discount market 
shares to the Stock Exchange. Of the eleven discount houses in 
existence in 1945, nine are now required to publish balance 
sheets. Including one new private company, formed early last 
year, the segment of the market whose operations are still un- 
disclosed now represents one eighth or less of the whole. 


For the first time, therefore, it is possible to obtain an 
authentic picture of the bulk of the market’s operations. Un- 
fortunately, the several accounts are compiled on diverse ac- 
counting principles and the spread in accounting dates is very 
wide, so that no instantaneous photograph is possible. For the 
purpose of aggregating the figures of the nine houses, even the 
minimum spread ranges from a balance sheet dated as early 
as September 30, 1947, to one dated April 30th last. This is 
the spread adopted in all the aggregates which follow, but it 
should be noted that the centre of gravity in each falls early 
in the calendar year, because the “ Big Three ” companies all 
make up their accounts on December 31st. To some extent, 
however, the spread has the advantage of reducing the dis- 
tortion due to seasonal factors, which are strongly marked on 
the Treasury bill side of Lombard Street’s activities. The 
resultant composite balance sheet is on the next page, with 
comparisons for the two preceding years. “The comparative 
figures of the new public companies are mainly drawn from 
the statements published for Stock Exchange purposes, but one 
or two have had to be estimated. 


To people unfamiliar with the technicalities of Lombard 


Street’s operations, the size of this account may come as @ 
surprise. These nine houses, it will be seen, together com 
manded loans and deposits totalling no less than £736 million, 
If figures were available for the three discount houses which do 
not publish accounts, as well as for the four “ running brokers” 
which also carry a small portfolio on borrowed money, the total 
for the discount market as a whole would be fully £825 million, 
The significance of this figure will perhaps be more readily 
grasped if it is compared with the level of ordinary bank 
deposits: it is appreciably bigger than the whole volume of 
clearing bank deposits on the eve of the 1914-18 war, and is 
equivalent to about one seventh of average bank deposits during 
the past year. 

This deposit comparison is given purely as an indication of 
size, for the character of the discount market’s borrowed funds 
is radically different from that of the banks’ resources. Some 
of the discount houses do, indeed, attract a moderate volume of 
deposits from the public (mainly from large business under- 
takings at home and abroad), since they pay interest even om 
balances which are withdrawable without notice, but by far the 
greater part of the market’s borrowed resources comprises loans 
at call or short notice from the banking system. This call 
money from the banks is invested in, and is secured by the 
deposit of, Treasury bills, commercial bills of exchange and 
short-dated Government bonds. Because of the special nature 
of this business, and particularly of the risks inherent in dealing 
in the gilt-edged market on the basis of borrowed funds, much 
of which may be withdrawn by the banks at a moment’s notice, 
the discount market’s own capital resources play a pivotal role 
in its operations. They determine the size of market commit 
ments in much the same way as the cash reserves of the banks 
govern the size of bank deposits. 

It follows, therefore, that the total of discount market 
folios of bills and bonds is appreciably larger than its loans 
deposits. The composite balance sheet for the nine houses 
shows an aggregate portfolio of nearly £750 million—just under 
thirty times the published capital resources of £254 mi 
including all disclosed reserves and the free balances on pre 
and loss accounts. The three remaining discount houses have 
an aggregate paid-up capital of about £3,250,000, but do not 
publish any figures of reserves. If, therefore, these three houses 
work on the same average capital ratio as the nine, the total 
portfolio of the twelve houses would be rather more tt , 


market before the war is generally put at rather under £2 a 
million, so that it has been multiplied nearly three and a hal — 
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times, whereas the volume of bank deposits has been multiplied 
less than two and three quarter times. This more rapid growth 
of Lombard Street business is to a large extent due to greatly 
increased operations in the short bond market, in which the 
jobbing activities of the discount houses now perform an im- 
portant shock-absorbing function. The technical nature of this 
function has been fully described in several earlier articles in 
The Economist, and need not be detailed on this occasion. 
Unfortunately, the published balance sheets are a rather 
unreliable guide to the scale of this business, because several 
of the discount houses still follow the practice, which used to 
be general, of including their shortest bonds in the balance 
sheet item for bills—and bonds with up to three years to run 
are sometimes included under this heading. The aggregate 
of £183 million for disclosed bond holdings shown in the 


Ning Discount Houses: ComMBINED BALANCE SHEET, 1946-48* 








1946-47 1947-48 




















1945-46 
cr = lit ii tintparailitnteioneee 
Capital Capital Capital 
f{mns. | Multi- | £mns. | Multi- | {mns. | Multi- 
plier plier plier 
Published Capital Resources ..., 15-4 ail 23-7 | je 25°4 “a 
IN <isig s 5045s s HERP E ERD bales 31-9 25-4 556-5 23-4 565-7 22-3 
UI gic oss 055 de cebe eel ine 160-3 10-4 168-7 71 182-9 7°2 
Total Portiolio .........6...04, 522-2 53:8} 725-2 30-6 | 748-6 29-5 
Re-discountS 6. 0.665. ..45 00455 19-2 1-2 43-5 1-8 68-3 2*7 
Loans and Deposits ..........5 §17- 33°4 712-4 50-0 | 736° 29-0 
* Balance sheet dates in each period range from Sept. 30th to April 30th. 








accompanying table is therefore an understatement. The true 
average -atio of bonds to published capital resources is certainly 
higher than the 7:1 proportion given in the table. If the 
aggregat - bond portfolio of the twelve houses is estimated on 
the basis of the figures of those houses which do show all their 
bonds :eparately, the total, computed proportionately to dis- 
closed capital resources, would be about £250 million. 

Because of this partial concealment of the bond portfolio in 
some balance sheets, the true holding of bills by the nine houses 
is, of course, appreciably smaller than the figure shown in the 
table. But it will be seen that, on the basis of the estimate 
of £250 million of bonds for the market as a whole, the true 
aggregate bill portfolio would be rather under {£600 million, 
compared with, say, £350 million or less two years ago. The 
earliest year shown in the table relates to the period just before 
the wave of capital expansions, and, subject to the qualification 
already mentioned about bonds, the comparison gives a fairly 
reliable indication of the resultant expansion of bill portfolios. 
But it does not measure the corresponding growth of bond port- 
folios, because these rose very fast during the opening of the 
cheaper money drive during the autumn of 1945, and this 
expansion was virtually an anticipation of the new capital 
resources—in the sense that the subsequent permission to the 
discount houses to raise new money was specifically designed 
to enable them to take in bonds on approximately the scale of 
1945 when their shock-absorbing function in the gilt-edged 
market so required. 

In one particular, however, the comparison strikingly 
measures a significant trend of the past two years. The biggest 
proportionate expansion is in the item “ re-discounts,” which 
represents the amount of commercial bills of exchange re-sold 
by the discount houses to the banks and still outstanding at 
the dates of the accounts. As the discount houses generally 
have the greater part, and a roughly consistent part, of their 
commercial paper under re-discount, this impressive increase, 
from {19 million to £68 million, is a good index to the scale 
of the revival which has occurred in the use of bills of exchange 
for business financing. If allowance is made for the three 
houses whose’ accounts are not made public and also for the 
further expansion in this type of business. since the average 
date of this composite balance sheet, it is clear that the volume 
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of commercial paper in the discount market may now be’ 
approaching {100 million. This is only a modest fraction of 
the volume in existence twenty years ago, but it reflects a much 
more vigorous. postwar revival than many had dared to hope 
for during the war. 

The period embraced by the latest accounts of course covered 
the months of collapse in the gilt-edged market—a phase which 
confronted the discount houses with the first real test of their 
new-style bond business under adverse conditions. Unfor- 
tunately, the accounts, are only a poor guide to their experience 
in this important matter, partly because of diverse methods 
of treating depreciation and especially because the published 
profits of the discount houses are peculiarly subject to the 
imtricate vagaries of divergent incidence of taxation—not to 
mention inner reserve policy. For this reason, no attempt has 
been made to compile a composite table of profits. One com- 
pany, the first to make up its balance sheet after the gilt-edged 
slump, did indeed show an actual loss after provision for depre- 
ciation ; other companies, whose accounts were made up later, 
showed lower but still substantial profits after charging their 
depreciation against them; and one large company actually 
showed increased profits but drew upon its inner contingency 
reserves for the purpose of writing off investment depreciation. 

Unless the gilt-edged market again turns sharply down- 
wards, the financial effects of the slump will be gradually 
obliterated in Lombard Street, for the yield margins now 
obtainable on bonds, by comparison with the cost of financing 
them, are relatively generous, thus enabling the discount market 
steadily to replenish the sums it has had to withdraw from 
internal reserves. Meanwhile, the change in the gilt-edged 
market has induced the discount houses to shorten sail. Their 
shock-absorbing role drove them to buy large quantities of 
bonds during the pressure of public selling last summer. Their 
portfolios now are smaller than the bloated size they then 
assumed, and they are also concentrated almost entirely upon the 
shortest bonds. After years of easy money from bond-dealing in 
a rising gilt-edged market, there was always the risk that the 
capital increases of 1946 and early 1947 might induce an 
excessive expansion. On a long view, perhaps last year’s gilt- 
edged collapse was a good thing for Lombard Street. It has 
certainly driven home the first principle of sound dealing for 
bond-jobbers working on borrowed money: Keep short—if 
you can. 
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“THE YIELD STRUCTURE” 


Let an investment adviser loose with his technical jargon, 


} 
and it will not be long before he is discoursing learnedly 
{ 
| 


about the compression of the yield structure. And what 
does that mean ? In plainer English it means that securities 
| yield less than they did, and the difference between the best 
| and the not-so-good is, smaller than it was. If you like 
slide rules and hard labour, you can work out yields for 
yourself. But most investors find it easier to rely on 

the two-page table which appears each week in the 

Recorps AND Statistics Supplement to THe Economist. 
} This (unless we have miscounted) gives the prices, = | 
dividends, and yields of 371 gilt-edged and industrial . | 














securities, to say at of new issues and unit trust 
prices, For sométhing less than a shilling a week, this 
feature of RECORDS AND STATISTICS alone is worth the 
investor's money. 

RECORDS AND STATISTICS is available on postal subscription 
only. The subscription rates are £2 ros. a year for 
REcoRps AND Sratistics alone or £¢ together with Tus ~ 
Economist, : 

The Economist 
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Business Notes 


London and Wall Street 


In London, the reaction of the Stock Exchange to the Berlin 
crisis has been one of almost complete aplomb ; on Wall Street, 
nerves have not been so strong. The difference in behaviour 
does nor arise from any sharp contrast between the assessment of 
the Berlin problem in the two centres. It reflects rather the fact 
that London was already oversold, and Wail Street overbought, 
before the crisis broke. For several weeks, the British investor 
has been trying to assess the balance of forces between the 
Chancellor’s policy of disinflation and the. accumulated infla- 
tionary strain which must be contained or released if that policy is 
to succeed. The evidence of still rising costs, of growing strain 
on capital resources, and of dividend limitation has led him to 
take a cautionary view of market prospects. In Wall Street, since 
the break in prices last February, the condition has been almost 
the reverse—a renewed rise in prices, no sign of disturbance to 
the high level of industrial activity, and the reinforcing effects of 
ECA expenditure on a market which is fully occupied in meeting 
domestic demand. 

Thus, London was relatively proof against any major disturb- 
ance, so long as the volume of business remained subnormal. The 
past week, indeed, has demonstrated the occasional advantage 
which a narrow market and a “short” position may provide. 
On Friday last week, the market wavered, largely as a reflection 
of the critical political situation, but partly in vicarious sympathy 
with New Yorx The Financial Times industrial ordinary share 
index dropped by a full point to 109.7. This week, the opening 
declines in prices were quite modest, and by Wednesday the 
better tone produced a fractional rise in the index to 109.4. The 
private investor seems convinced that his best policy is to a stay 
put”; but despite the inert appearance of the market, with its 
quite subnormal turnover, there is evidence of institutional 
support for the leading equities, whose yields are now fully half 
of one per cent more favourable than they were :hree months ago. 


* * . 


Exports and the Gap 


Exports in June achieved a new postwar record. The daily 
rate was 3 per cent higher than in May—the ,2evious postwar 
record—and the total value of £134 million was only £3,000,000 
below the figure for July, 1920, when the highest exports of all 
time were recorded. The effect of the London dock strike is 
not yet evident in the trade accounts owing to the time-lag in 
compiling the figures, but it is likely to be marked enough in the 
July returns. The volume of exports for June has been pro- 
visionally estimated at 138 per cent of the 1938 level—2 points 
below the mid-year target of 140° per cent set by the Govern= 

t. Those who require statistical comfort may allow for June 
Maving only 25 working days instead of the usual 26, and recal- 
culate the ‘volume of exports, at) 144° per scent—an exercise 
reminiscent of counting 53 weeks coal output in 1947. But apart 
from such spurious target-shooting, the export drive initiated by 
Sir Stafford Cripps last September is going fully as well as could 
have been expected. The following table recalculates the monthly 
figures on the standard basis of 26 working days. 


BritisH Exports 


£ million 
October. ......... 104 January «...:.s... 115 ABER cscvecsv. 126} 
November ...... 106} February ...... 4224 OO ati 135 
December ...... 1145 EGET | nsssc2>ss 126 NEE  <pnaectas 139} 


The volume of exports in the second quarter is estimated at 
134 per cent of 1938 compared with 126 per cent in the first 
quarter and 118 per cent in the last quarter of 1947. In fixing 
the end-of-year target at 150 per cent, the Government set out 
to achieve an average volume of 125 per cent for the first six 
months and 136 per cent for the second. At least the first 
objective has been attained—indeed, the average volume was in 
fact 130 per cent of the prewar level, But it will be no easy 
matter to raise the average rate by a further six points during 
the second halt of the year. 

Imports in June increased by {1,100,000 to £177 million. 
Exceptionally large quantities of raw cotton were received— 
mainly from Egypt and the’ Sudan—and their value (£133 million) 


was the highest sinee 1925. There was also a record import of 
paper-making materials, largely woodpulp, from Sweden 


Canada, Newfoundland and the United States. Nevertheless the 
adverse balance, without allowing for insurance and freight, fell — 
by £2,200,000 to £38 million. The excess of imports (valued 


c.if.) over exports and re-exports (valued f.o.b.) for the first half 


of the year amounted to £25r million against £267 million jg 
the same period of 1947. ducting the customary Io per cent 
from the import figures to allow for insurance and freight, the 
visible adverse balance for the first six months would be a 
£150 million compared with £185 million for the first half ¢ 
1947. But the deficit is not being reduced quickly enough to 
satisfy the Government’s planning in the “ Economic Survey” 
which put the deficit for the whole year at £250 million. 


* * x 


Towards the Targets 


Machinery and vehicle exports—the two main groups—are 
already very close to the end-year targets. Shipments of machinery 
have been at a record level and in recent months have been rum 
ning at double:the rate in 1938. Sales of agricultural machinery— 
tractor exports, for example, were two and a half times langer” 
than a year ago—textile machinery and internal combustieg? 
engines have been particularly good. In the vehicle group, export 
of both private cars (115,800 in six months) and commercH 
vehicles (34,000) have increased appreciably, and greater numbers ~ 
have been shipped to hard currency countries. Some 8,300 car” 
were exported to the United States in the first half of the year 
compared with 185 twelve months ago, and 9,280 to Belgium 
against 3,186. It is estimated that over three quarters of the 
national output of cars and more than a half that of commercial” 
vehicles are being exported. 

The main weakness of the export drive lies in textiles. Exports 
of cotton goods in June weve only £ro million against an end- 
year target of {13 million; piece-goods and other manufactures 
are the farthest from their target. There has been a small but 
steady rise in manpower in the cotton textile industry since the 
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beginning of the year which has been reflected in a une 
expansion in yarn production—at the beginning of June it reached © 
a postwar record. Cloth production, however, has lagged See : 
and if the ex target is to be achieved the home market * 
have to-go - The export of wool goods, especially pieces 
goods and blankets, is even more disappointing. _The June figure 
of over £7} mateo compares with an end-of-year target of 
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Stock Exchange Commissions 


The Council of the London Stock Exchange have rejected the 
recent petition which asked that the new rules governing the 
sharing of commissions, which are due to be introduced next 
January, should be rescinded. Their decision has been supported 
by a detailed statement, which discloses at the outset that the 
Council sought for means of a compromise ; but “the rules form 
part of one integrated policy ” and the Council have been unable 
to find any middle course that they could recommend, Again, 
they rejected the idea of a referendum, on the ground that the 
issues were too complicated for a simple decision, yes or no, 

That disposes, in the Council’s evident view, of the petition, 
“which raised no points which had not received the fullest con- 
sideration.” But the Council then proceed to set out the historical 
course of changes in agency rebates, from 1912 onwards, with the 
intention of demonstrating that the new rules are in line with the 
long-term policy of the Stock Exchange. The alterations in the 
rules at the critical dates 1912, 1932 and 1941 were opposed at 
the time, but “ contributed materially to the interests of members.” 
The Council reaffirm their opinion that the new rules equally will 
prove advantageous. The opposition will be no less convinced 
that the agency system brings its own contribution of business to 
the Stock Exchange, that not all of this business comes “ auto- 
matically ” and that the logic of the Council’s case would be 
enhanced if the banks’ agency business (and, incidentally, that of 
investment trust managers) was treated on all fours with that 
produced by other agents. 

Even with the assertion of their own high authority, the Council 
are unlikely to convince the opposition. The numbers supporting 
the petition reflected a large element of dissatisfaction with the 
new rules ; and since the Council (unlike some sovereign bodies) 
do not trade in mandates, they might have been expected to pursue 
further the elucidation of the exact opinion of members about 
the changes. The Council are on safe ground when they claim 
that the new rules will not raise the cost of doing direct business 
on the Stock Exchange ; but conceivably the result may be to raise 
the cost of doing business through an agent. In one form or 
another, the investor who deals through am agent may have to pay 
more, and since perhaps one-quarter or one-third of the total 
volume of business reaching the Stock Exchange comes via agents, 
the poss'ble consequences of this rise in costs are not lightly to 
be dismissed. Nor are the Council wholly convincing in their 
arguments that there are only two ways:of relieving members from 
the rising costs of carrying on this business—by reducing rebates 
or increasing commissions, Stockbrokers, indeed, have no general 
ground for complaint that commissions are too low, for they have 
moved in step with the general rise in the value of securities, It 
is less certain that brokers have gone as far as they could in 
reducing the clerical costs of dealing by central arrangements for 
delivery and clearing. Should not the Council really fortify itself 
with something more than the.exercise, so to say, of their casting 
vote to resolve the balance of honestly-held opinion for and against 
the new rules ? 


* '_* * 


Imperial Chemical Issue. Terms 


Two months elapsed between Lord McGowan’s disclosure to 
I.C.I. stockholders that application had been made to the Capital 
Issues Committee for a new share issue, and the publication of 
the terms last Tuesday. As expected, the issue consists of one 
new ordinary share of {1 for-every £§ ordinary stock held ; 
but, as the equity market has since waned, the price has been 
scaled down, well below original expectations, to 40s. 6d. When 
Lord McGowan made his announcement at the general meeting, 
the stock units stood at 48s. od., and an issue price of 45s. seemed 
plausible. At the close of business last Monday, the units stood 
at 44s. 3d.—the lowest of the year. 

In all, slightly over 10 million new shares will be issued, and 
the total capital and premiums will amount to £20.4 million. 
Provisional allotment letters will be sent to ordinary stockholders 
registered last Tuesday, on August 18th, and both classes of stock- 
holders will have the oppoftunity to apply for any shares which 
are not taken up.as of right. The issue has been underwritten by 
a group of four leading, firms of brokers—Hoare. and Company, 
Panmure Gordon and Company, Rowe and Pitman, and J. and A. 
Scrimgeour—for total. commission of 74d. per share. Acceptance 
must be made by September 14th, with a payment of 20s. per 
share, and the final payment will be.due by October 28th. The 
new shares will not rank for interim dividend this year, but will 
be entitled to the. final. dividend, phyeri fs 
_ A_ statement on future .earnings and dividends, for al] its 
justifiable emphasis on rising costs, Government pressure to reduce 
Prices and. dividend. limitation, “ confidently..expects ” that the 
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present rates of earnings and dividend will be maintained in the 
future on the increased capital. On the basis of a 1o per cent 
dividend, the new shares offer £4 18s. 9d. per cent, which should 
be attractive enough, for an issue of this quality, to ensure a 
favourable response unless markets deteriorate most markedly. 
Seven weeks is a long period at the best of times, and these 
certainly are not the best. Whatever the outcome of the issue 
—and there is no reason, despite the clouded horizon, for expect- 
ing it to be other than satisfactory—the underwriters. will certainly 
be entitled to their commission. 


* * > 


Pakistan’s Sterling Releases 


The details of the financial agreement with Pakistan an- 
nounced this week concern only the releases from accumulated 
sterling balances and the allocation of hard currency. The other 
aspects of the negotiations that have recently taken place in 
London referred to the sale of assets to Pakistan and the capitalisa- 
tion of pensions. These particular points were discussed and 
agreed jointly with India and the details of the Indian agreement 
covered the arrangements made with Pakistan. On the question 
of releases and hard currency allocations the agreement with 
Pakistan covers only the twelve months from July 1, 1948. Over 
this period Pakistan will be allowed to draw the sum of {5,000,000 
from its accumulated balances to be transferred to the freely 
available sterling in the No. 1 Account. An additional £5,000,000 
may be released to meet Pakistan’s external expenditure for re- 
settlement of refugees. Of the balance in Pakistan’s No. 1 Account, 
£2,000,000 is to be regarded as an additional working balance, 
supplementing the £10 million made available for this purpose 
earlier this year. The British Government has also undertaken to 
make releases of not less than {5,000,000 in each of the two 
succeeding years, to enable the Pakistan Government to prepare 
its plans, though the precise releases will be negotiated later. The 
hard currency quota for the next twelve months will ‘be the 
equivalent of £5,000,000. In addition, Pakistan will have at its 
disposal its direct hard currency earnings and any such currencies 
as it may purchase from the International Monetary Fund. 

* x * 


The Hongkong Leak 


Ever since the end of the war Hongkong has been one of 
the most temperamental members of the sterling area family— 
valuable, but exasperating. The decision was made on the libera- 
tion of the Colony to regard it as a member of the sterling area, 
though it had not been so from the establishment of exchange 
control in 1939 until the Japanese occupation. The intention 
was to apply to Hongkong the same mechanism of exchange 
control as was operated in Britain and other ‘parts of the ‘sterling 
area. This was soon found impracticable and indeed undesirable. 
Hongkong has developed and subsists largely on entrepot trade, 
and for this trade requires comparative freedom of exchange 
operations. In any case the geographical position of the Colony, 
close to the Chinese mainland, and the presence in it of the elite 
of Chinese merchants and exchange dealers, would have defeated 
any attempt to operate control on the British lines. The actual 
policy followed was to give the exchange control authorities in 
Hongkong all the powers wielded by their counterpart in Britain 
but to leave it to their judgment and knowledge of Jocal condi- 
tions to decide, how much of this power should be used. This 
discretion has been applied with considerable latitude, but the 
success of the experiment has been evident in the immense trade 
handled by Hongkong and the prosperity it has created. 

Among. other matters, latitude has been allowed to exporters 
from Hongkong about remitting the proceeds of their sales to the 
authorities. The general rule has. been to require exporters. to 
remit only 25 per cent of the hard currency export proceeds, which 
must be sold at the official rate, leaving them free to deal as they 
wish with the remaining 75 per cent. This balance has been dealt 
with in an unashamedly open and free market in which the cross 
rate between sterling and dollars has recently been quoted at 
around $3.20. This toleration of a free market is the second main 
contrast between London and. Hongkong practice in. exchange 
control and again shows. the latitude which has been given to 
the exchange control authorities in the colony. zt 

The experiment has undoubtedly justified itself but it has also 
involved certain risks. It is notorious that Hongkong has proved 
one of the main leaks through which capita] and resources have 
left the sterling area. There is a danger that the entrepot trade of 
Hongkong may be abused to an extent which. w more than 


offset the beneficial results of the freedom granted to that 
market. The kind of operation which the authorities have had 
specially in mind is the re-export through Hongkong of com+ 
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modities from other parts of the sterling area which would in 
any case have gone to a hard currency destination. Because of 
this diversion of trade the sterling area pool, instead of receiving 
100° per cent of the hifrd currency proceeds, has received only 
2§ per cent of them, leaving the rest to feed the free market in 
Hongkong and those who thrive on it. 

The matter was raised in Parliament this week and the Chan- 
cellor of the Exchequer announced that changes in the exchange 
control arrangements in Hongkong were imminent. In particular, 
the exchange proceeds of exports from Hongkong other than 
Chinese goods sold for dollars and goods des:ined for China 
will in future have to be surrendered to *the sterling area pool 
in full. There will also be a tightening up of the import licensing 
system so that imports of sterling area goods for re-export will 
be beiter controlled... Hongkong has also introduced a control 
of exchange from sterling into Hongkong dollars and vice versa. 
These represent drastye changes. It remains to be seen whether 
they will achieve their object and whether, in the long run, they 
will not do more damage than good. 


* * x 


Adjustments in Coal Prices 


On Monday, the National Coal Board introduced the first 
instalment of the new price structure on which it has been working 
during the past year. This problem, as the Board’s report showed 
last week, is intensely complicated, and the interim changes now 
introduced, though broadly commendable to common sense, are 
far from being a complete solution of the problem of fixing coal 
prices in accordance with grades and quality, costs of production, 
differences in transport charges and in size of consignments. The 
adjustments in fact merely go some distance towards removing the 
grosser anomalies and distortions in coal prices which have resulted 
from the wartime (and postwar) practice of applying flat increases 
to all grades of coal-—with the result that bad quality coal became 
ludicrously costly, and good quality coal relatively (though not 
absolutely) cheap. 

From Monday last, lower grades of coal, mainly “ untreated 
smalls,” have been reduced by amounts varying from a few pence 
to 1§8. a ton, while prices of higher grades (mainly large and 
graded coals) will be raised by amounts varying between a few 
pence and 3s. a ton, with exceptional increases for the highest 
grades of “a shilling or two” more. Other grades of coal, 
including domestic supplies, will remain unchanged. Thus the 
changes in prices apply largely at the two extremes of the quality 
scale ; they will remove the worst anomalies, but plenty will 
remain for later adjustment. There is, in particular, the problem 
of how far future adjustments can be introduced within the 
limits that the Coal Board has set itself on this occasion—namely 
to secure broadly that imcreases are offset by decreases in prices. 
Moreover, while the reduction in price of low quality coal may 
be of some help to the electric power industry, the raising of 
high quality coals, for gas, or coking, or railway operation, will 
further increase the costs of several important sectors of the 
economy. 

These are unavoidable consequences, however, of any attempt 
to rid the coal industry of the distorted price structure which has 
developed since 1939. If good coal is too cheap, industry will 
tend to use too much of it. If poor coal is too dear, complaints 
about “dirty coal” are multiplied and industry is discouraged 
from using it. 

* * * 


Scarce Oils and Fats 


The shortage of oils and fats is the most serious food problem 
which the world has to solve. Hopes that supplies might 
increase significantly within the next four years were recently 
dashed by Mr J. C. A. Faure, of Lever Bros. and Unilever, in an 
address to the International Association of Seed Crushers’ Con- 
gress. Mr Faure showed, with a complete array of statistics, that 
in 1951 world exports of the ae oil-yielding “products, oils 
and fats would still be 900,000 tons below the 1938 level. Despite 
increased butter production in Europe this summer, and a heavier 
olive oil crop, exportable surpluses of oils and fats from sources 
outside Europe will be smaller than anticipated. Moreover, the 
United States has become a net importer and the rising standard 
of living in Eastern countries has increased their domestic con- 
sumption. 

The effect of the war on the world output of oils and fats is 


also revealed in two | published by the Commonwealth 
Economic Committee.* In 1946 the ion of the main 





* “Vegetable Oils and Oilseeds.” HMSO. 5s. and “ Dairy 
Produce.” H.M.S.O. 5s. 
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oilseed crops amounted to 11,491,000° tons (oil equivalent), com. 
pared with the 1934-38 average of 13,378,000 tons—a reduction of 
11 per cent. The main decline has occurred in tree crops, 
larly coconut and palm. Among the field crops, gro 
soya beans, rapeseed and sunflower seed each showed an 
larger than before the war. But despite these increases, exporp 
have fallen significantly—largely because the producers of vege 
table oils have greatly increased their domestic consumption, — 
1946 exports totalled 1,877,000 tons compared with.an average, 
4,141,000 tons between 1934 and 1938—a reduction of $5 per cent 
And of all the oil-bearing crops, sunflower seed was the only one 
of which exports were larger than before the war. The onl 
countries whose exports of vegetable oils and oilseeds in 1946 wen 
above the 1934-38 average were the Philippines, the Belgian Cog 
the United States and Canada. And in each case the incryage 
was only moderate. Tables showing world production and exp 
of oilseeds by crops and countries are published in this van 
issue of the Records and Statistics Supplement. tie 
World butter production was similarly affected by the war, Ip 
1946 output was some 25 per cent lower than before the wate 
production in Commonwealth countries had fallen by 16 per 
—while exports were less than half. Some recovery has since taken 
place, but the main limitations to a large expansion in the worlds 
butter production are the reduced number of dairy cows and the 
increased consumption of liquid milk and nulk products other thap 
butter. i 
The prospects for increased supplies of oils and fats fm 
Europe are not therefore very encouraging. If inflationay 
policies throughout the world were successfully curbed, ther 
might indeed be more than a chance that exports from the 
primary producing countries might increase. But the necessary 
reduction in prices could only come about if im porting 
countries generally (including Britain) kept their requirements 
within the limits set by their balance of payments. Moreover, the 
political consequences of such a “ deflationary” effect might B 
important for the primary producing countries. The prospect for 
supplies of fats and oils based on purely physical factors is rather 
disappointing ; but a change in the economic climate might over 
come present shortages quicker than is sometimes anticipated, ~ 








* * * 


Peru Chooses Sterling ; 


The Treasury-Bank of England Mission which has beep 
touring South America ended its labours in Lima with another 
minor victory for sterling. The agreement reached with Peru tt 
establishes sterling as the currency in which trade between that 
country and the sterling area is to be conducted in the = 
Throughout the war trade with Peru was, in fact, conductes in 
sterling, but was maintained in approximate balance 
In 1947, as part of. the preparations for making _ sterling 
convertible, Peru was classed among American account 
which meant in effect that any surplus or deficit on that trade § 
had to be covered in dollars. After the suspension of conyeftr 
bility of sterling the arrangements were found to be 
restrictive in their effect on the trade between the two cour 
Peru’s shortage of dollars on the one hand and Britain’s unwilling 
ness to incur a deficit in trade with Peru, since this would be 
vertible into dollars, had put a considerable brake on this tad 
Under the new arrangements Peru will leave the American account 
group, and will, as from August Ist, finance its trade with — 
area countries in sterling. To begin with, these will be s 
bilateral arrangements, though wider use of sterling by Chil 
may be developed administratively, with the consent of the auth 
rities in each country for each payment when sterling is use 
between Chile and non-sterling countries. In due course, it # 
hoped that Peru will, like Chile, enter the fold of the fully wane 
ferable account countries, 
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Switching in Sterling Securities S 


ay 
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ties has been sev curtailed by three regulations issued by | 
Bank of England. first order divides all British 
into thirteen compartments, broadly following the classi e 
exception, switching between these groups is now di iy 
if a non-resident sells an industrial share he must re-invest tt 
Se anna an lant ane ee amé 
country. For some oi mining i this stipulation ; 
exception is to permit switching from any group into 
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The table of the 
weli-dressed man 


A Visitor from another land 
once exclaimed in admiration 
at the spartan way of life he found in a certain isle. 
‘Ah!” he cried, ‘I fear you must despise the 
superior elegance of my attire!’ His hosts dis- 
creetly forbore to point out that his suit had come 
from their own best tailors, his sword from their 
own armourers, his hat and boots from their native 


hatters and cordwainers. They wisely preferred 
things that way round. 


Britain’s best merchandise is the quality of her manufacture, which 
is still the envy of other nations. TI is busily selling British skill 
in the form of wrought light-alloys, precision steel tubes, bicycles, 
ski-sticks, electrical equipment and automobile parts. Every dollar 


@ 


TUBE INVESTMENTS LTD- THE ADELPHI - LONDON. W.C.2 


which can be made that way is needed, and every softer coin. 


THE CONDITIONS which interest the modern exporter are those 
prevailing in his market, the ‘ commercial weather’ in which 
he must trade. British products will always sell in Australia and 
New Zealand provided they are adapted in both quality and 
Price to the Dominion markets. The Overseas Department of 
The Bank of Australasia can put, at the disposal of tl the British 
exporter accurate up-to-date information from the Bank’s 
Branches ‘ down under ’ giving him a picture of prevailing con- - 
ditions upon which he can »base his. export programme. 


THE BANK OF AUSTRALASIA | 


Uncorporated by Royal Charter 1835) 
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STABILITY IN 
CHANGING CONDITIONS 
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A customer of the Three Banks Group 
has the comforting knowledge that 
however rapidly trade conditions may 
change either at home or overseas, he 
has at his disposal the combined skill 
and wide experience of a Group in 
touch with financial and business 
interests in all parts of the world, and 
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2.. For four years troops fired thousands 
of tons of ammunition into the slopes, 
and covered their surface with wire and 

trenches and gun-pits. 


1. For 1,000 years the turf of the Sussex 
Downs lay undisturbed, except by grazing 
sheep. But war forced the authorities in 
1942 to take great siretchés for battle 
training. 











3. ‘Caterpillar’ Diesel Tractors are 
now speedily clearing the Downs of their 
dangerous litter, so that the urgent job 
of food production may begin again. 


Committees could begin reclaiming 
the downland, miles of rough roads 
had to be cleared by ‘ Caterpillar’ 
Bulldozers. Before ploughing could 
begin, innumerable shell and bomb 
craters had to be filled in, and under- 
growth, wire, and defence works 
had to be uprooted. Once again, 
‘Caterpillar’ equipment, provided 
and serviced by the Jack Olding 
organization, has saved” précious 
time, mianpower and money. 


*CATERPILLAR’ MOVES THE EARTH — 
: TO HELP REBUILD BRITAIN 


ey ) 
: Oildin WORLD'S BIGGEST 

' ac . ‘CATERPILLAR’ DISTRIBUTOR 
; JACK OLDING & CO, LTD., HATFIELD, HERTS. Phone: HATFIELD 2333 


Midiand Service and Spores Depots : Bilston and Perton, Staffs, Phong: Bilston 41731 
: Scotland: £.0. Tractors Ltd., seen rae Conipe Sips $9 pee 
Eire: Jack Olding. & Co. (Irelend) Ltd., ive Road, Kimmage, Dublin, Phone: 
ee Northern Iretond: 14 Alfred Street. Belfest. Phone: Belibut 24547 : 
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aaa Enterprise 


For over three hundred years men of enterprise and initiative 
have engaged in trade with the East. For nearly a century The 
Chartered Bank of india, Australia and China has supplied them 
with the specialised banking services that this trade demands. 
Today, in addition to these services, the Bank’s wide network of 
branches ensures that a wealth of information on local needs for 
products and®services is readily available to customers. Those planning 
to enter the markets of the East are cordially invited to discuss theic 


problems with the Managers of the Bank in London, Manchester or Liverpool. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(incorporated by Royal Charter 1853) 

HEAD OFFICE: 38, BISI IOPSGATE, LONDON, E.C.2 
Manchester Branch: 52, Mosley St., Manchester 2 e Liverpool Branch : The Cotton 
Exchange Buildings, Old Hall St., Liverpool 3 e West End (London) Branch; 
28, Charlies i St., London, S.W.1 e New York Agency: 65, Broadway, New York 

Associated Banking Institution in India: The Allahabad Bank Ltd. 

The Bank’s branch system, under British management directed from London, serves 
INDIA « PAKISTAN e CEYLON « BURMA e« SINGAPORE AND FEDERATION 
OF MALAYA e NORTH BORNEO AND SARAWAK ec INDONESIA e FRENCH 
INDO-CHINA « SIAM e« THE PHILIPPINE REPUBLIC « HONGKONG 

CHINA e JAPAN 

















UNITED COMMERCIAL 
BANK LIMITED 


(Incorporated in India. Liability of Members is limited) 
Head Office : 
2 ROYAL EXCHANGE PLACE, 
CALCUTTA 
G. D. BIRLA, Esq., Chairman. 
e 
AUTHORISED CAPITAL . Rs. 80,000,009 
SUBSCRIBED CAPITAL . Rs. 40,000,000 


PAID-UP CAPITAL: . . Rs. 20,000,000 
RESERVE FUND: . . . Rs. 4,000,000 


With over 60 Branches at the leading centres of Industry 
and Commerce in India, Pakistan and Burma, The 
United Commercial Bank is well i to serve 
Banks, Commercial Institutions and i carrying 
on business with India or intending to open connections 
with that country. 

oF. THAKUR, General Manager. 
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LEVER BROTHERS & UNILEVER LIMITED | " 
LEVER BROTHERS. & UNILEVER N. V. 


The Boards of Lever Brothers & Unilever Limited and Lever 


Brothers & Unilever N.V. RESOLVED to-day to RECOMMEND tt 


to the Annual General Meetings of their respective Compan’es 


which will be held on 26th August, 1948, the DECLARATION mie 
of DIVIDENDS on the Ordinary Capital in respect of the year — 


1947 payable on the 3rd September, 1948, as set out below :— 


In the case of Lever Brothers & Unilever Limited a DIVIDEND ; 
of 10 per cent. (2/- per £1 of Stock), less Income Tax at 9/- in the £ © 


(same as for 1946) PAYABLE to Stockholders registered in the 
books of the Company on the 3ist July, 1948. Consolidated 


profit was £17,497,459 (1946, £16,979,742) after charging £2,000,000 


(1946, nil) reserve for replacement of fixed assets and £3,235,000 
(1946, £639,362) reserve for stocks but before charging taxation 
on profits. Consolidated net profit was £5, 286,818 (1946, 
£7,769,870) after taxation and excluding the proportion attributable 
to outside shareholders’ interests in subsidiaries. Net profit in the 
Parent Company's accounts before appropriations was £4,757,132 
(1946, £6,187,647, out of which £2,500,000 was set aside to build 
up the future Tax Reserve). 


In the case of Lever Brothers & Unilever N.V. a corresponding 


DIVIDEND calculated in accordance with the Equalisation Agree- ff 
ment converted at the rate of exchange of Fl. 10°691 to £1 sterling F 


of 8.9°, (Fl. 89 per share of Fl. 1,000), less 15°, dividend tax (same 
as for 1946), PAYABLE on PRESENTATION of the appropriate 


DIVIDEND COUPON. Consolidated profit was Fl. 94,077,552 


(1946, Fl. 64,132,865) after charging Fi. 17,500,000 (1946, nil) 
reserve for replacement of fixed assets and Fl. 10,000,000 (1946. 
FI. 6,000,000) reserve for stocks but before charging taxation on 
poet, Consolidated net profit was Fl. 34,481,962 (1946, 
1. 32,050,898) after taxation and excluding the proportion 
attributable to outside shareholders’ interests in subsidiary com- 
panies. Net profit in the Parent Company’s accounts before 
appropriations was Fl. 28,391,926 (1946, Fl. 27,402,722). 


The Reports and Accounts of both Companies will be issued (J 


on 3rd August, 1948 
22nd July, 1948. 
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Government securities (though not vice versa) and as hitherto, no 
gilt-edged stock with less than ten years’ life may be bought; 
nor may non-residents exchange gilt-edged stocks already held 
for shorter dated stocks, : 

The second order requires that before a licence to switch is 
granted, “ satisfactory evidence” must be submitted to the Bank 
of England to show ‘ that the security to be sold has been in the 
possession of a resident in the country of the present beneficial 
owner since May 1, 1947. The intention is clearly to prevent 
securities from changing hands between non-residents so that 
dividends hitherto payable in, say, French francs, have 10 be re- 
mitted in dollars ; dividends and interest, being currently earned 
sterling, have of course to be remitted in the currency of the 
country of the beneficial owner, The additional burden on 
Britain’s hard currency funds caused by this drift of beneficial 
ownership from soft to hard currency areas be simply illus- 
wated: in 1945 dividends remitted to Switzerland amounted to 
SF.30-40 million but by 1947 the sum had risen to SF.176 million, 
though some of the increase was doubtless attributable to pay- 
ments on old coupons. The third order forbids the export of 
sterling bearer securities of any type. 

The limits of effectiveness of the second order are suggested 
by the third. “ Satisfactory evidence” regarding the beneficial 
ownership of registered stocks can often be checked, but for 
bearer securities there is no means of checking, as earlier 
experience has shown: The third regulation should effectively 
stop any further additions to bearer shares in non-resident 
ownership, but evidence about the ownership of the large amounts 
already held abroad will have to be obtained and assessed as 
before. As a sequel to these orders a further regulation issued 
last week limits the investment of blocked sterling funds to pur- 
chases of British government or government guaranteed securities. 

Activity on the London Stock Exchange by non-residents— 
and that means mainly Americans—will be severely curtailed. 
Such dealings have taken place in New York against so-calied 
“security sterling” which was recently quoted at $2 to the £. 
The rate had at one time been as high as $3.25 but the immediate 
result of the new regulation has been a fall from $2 to about 
$1.85. In theory there might be 13 different rates of “ security 
sterling” ; in fact, there are at present three rates, one for gilt- 
edged at $1.83; one for industrials at $1.85; and one for 
Rhodesian shares at $1.90. It is ironical that last week’s action 
should have reduced the price, in terms of dollars, at which 
Government stock can be bought. 


* * * 


Switzerland’s Nominee Assets 


The conflict berween Switzerland’s highly developed and 
traditional business as the nominee repository of foreign capital, 
and its unwillingness to accumulate the foreign currency pro- 
ceeds on such capital, is illustrated by new Bank of England 
instructions sent to bankers this week. This deals with the treat- 
ment of proceeds of coupons remitted to this country by Swiss 
banks on account of clients who are not residents in Switzerland. 
Hitherto the proceeds of all coupons remitted and encashed here 
by Swiss banks have been credited to Swiss accounts. The Swiss 
authorities have, however, shown some dislike of the resulting 
accumulation of sterling on non-resident accounts, a position 
which might conceivably involve the accumulation of assets in 
one currency against liabilities in another, with the consequent 
exchange risk. In future, therefore, the proceeds of such 
coupons are not to be credited to Swiss accounts, but to a sterling 
account appropriate to the residence of the beneficiary. ‘The move 
implies that the Swiss banks concerned will be prepared to divulge 
the identity or at least the residence of the nominees for whom 
they are acting. Since the initiative in this matter has come from 
the Swiss authorities, it is to be presumed that no untoward 
sensitiveness wiil be felt on this score. 


* * * 


Shipbuilding Activity Sustained 


A further rise in. the tonnage of ships under construction in 
Great Britain and bate oe at are end oe June is aor 
by Lloyd’s Register of Shipping. total now stands a 
2,243,703 tons gross, an increase of 105,668 tons since the end 
of March. Apart from a slight setback in the previous quarter, 


the total has been increasing steadily since the et ing of 1944 
and it now stands higher than Paty dines ember 1921, 
when the tonnage was 2,638,679. Ships completed during the 
larter totalled 274,323 tons gross, bringing the figure for the 
six months of 1948 up to 507,962 tons. If this rate is main- 
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tained therefore, output for the year will exceed 1,000,000 tons, 
a slight improvement on 1947. Shipbuilders maintain, however, 
that if they. could obtain enough steel the industry could build 
more than half as much again—perhaps an extreme claim which 
puts insufficient emphasis on shortages of other materials. . There 
is no indication, moreover, of the extent to which steel, produced 
in excess of the “ Economic Survey’s” budgeting is teaching the 
shipyards. Launchings during the last three months totalled 
301,730 tons, compared with only 181,168 tons for the previous 
quarter while work was begun on 375,000 tons, compared with 
213,451 tons gross. 

The proportion of tankers under construction is still rising. 
Tankers of 1,000 tons gross and ever now under construction 
number 61 of §79,205 tons, compared with 54 of 493,155 tons 
at the end of March. Of the: 2;§00,000 gross tons of ships still 
on order but not yet laid down, more than half aré tankers, 
which tend to use a greater proportion of steel in their con 
struction than other ships. Ships: being built for expert also 
continue to increase ; they have risen from about 100,000 tons in 
March, 1946, to as much as 711,455 tons gross, or 31.7 per cent 
of the total. ' 

There was a slight fall in the tonnage of ships building abroad, 
which now total 1,778,186 tons gross, although the British contri- 
bution has masked this fall and increased the world total from 
3,919,374 tons to 4,021,889 tons. The only important shipbuilding 
countries abroad to show an increase are France, Italy, Spain 
and the United States. The greater part of the US tetal of 
162,072 tons under construction consists of eight tankers, totalling 
114,940 tons gross, Of the world total, 99 ships of 964,312 tons 
gfoss are Ocean-going tankers. When these are completed, they 
will have added some 1,500,000 tons deadweight to the carrying 
capacity of the world’s tanker fleet, which is already estimated at 
more than 23 million tons d.w., compared with 16 million tons 
in 1939. 

- . « 


Big Rise in Bank Deposits 


The latest banking figures underline the Chancellor’s remark 
last week that the greatest care is needed when trying to use 
purely monetary indices as a measure of the progress (or lack 
of progress) of the disinflationary policy. Certainly, there is no 
trace of disinflation in the end-June deposits of the clearing banks. 
The net figure, at the new record level of £5,736 million, is no 
less than £94 million above that shown by the May make-up. 
This is disappointing. During March and April the effects upon 
the level of deposits of the earlier phase of record budget surpluses 





CLEARING Banks, 1947-48 


e 
(£ mns.) 
Average of 
At June 30 Six Months, 
jJan.~June 
1947 1948 1947 1948 
Deposits)... Ye 5,658 5/955 5,586 5,816 
Net deposits: .......... 5,446 5,736 5,402 5,617 
Cash: i «ci. duiis.. cases 464 492 468 479 
(8-21) (8:27) (8+ 39) (8+235) 
COU money ok Gancack as 451 473 435 460 
(8-0) (8-0) (7-8) 2 (7-9): 
TH he ci cee cos keos sk 672 659 679 746 
(11°9) (17-0) (12-1) (12+ 8) 
EDR hi i Te. 1,330 1,361 1,390 1,229 
(23 +5) (22> 8) (24-9) 21-7) 
Inyéstments) ...6554.5%6 1,479 1,478 1,455 1,481 °: 
“ (26 +2) (24-8) (26-1) (26 - &) 
PVE oe 55s kp reins 5 1,119 1,340 1,047 1,294 
(19-8) (22-5) (18-8) (22-3) 


Italic figures in brackets are percentages of deposits. 


were largely obliterated by the credit created in connection with 
the Argentine rail purchase. This, however, was an. abnormal 
operation, and it was expected that part of the new credit would 
gradually be cancelled as the funds were reinvested. Some 
heartening signs of this process did, indeed, become visible during 
May, when the disbursements were being made to the Argentine 
debenture stockholders ; net bank deposits then dropped by £32 
‘million, a figure well below the amount disbursed. The latest 
rise, however, carries net deposits to some £54 million above 
the end-1947 level. 

This experience demonstrates once again the fallacy of the still 
common belief that the large prospective budget surplus of 
1948-49, plus Marshall aid, must necessarily involve an approxi- 
mately corresponding repayment of floating borrowings by the 
Government. The budget surplus is a surplus on current account 
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—before allowing tor the Exchequer share in the nation’s invest- 
ment programme. And the finance available to the Government 
from the external deficit (including Marshall aid) is declining as 
the deficit slowly narrows. In fact, most of the credit created 
in June seems to have been for the purposes of the Government, 
though it is hard to see why so large a sum should have been 
required. Bank advances rose in June by £15} million—the rise 
would have been much bigger but for a sharp, and probably 
temporary, fall in the advances of the National Provincial Bank— 
while investment holdings were fractionally larger. 

Ostensibly, therefore, some £77 million of the increase in bank 
deposits seems to have resulted from the Government’s financial 
operations. During the period most nearly corresponding to the 
banking figures the Exchequer returns showed an above-line 
surplus of £40 million, but heavy outgoings “below the line 2 
converted this into a final deficit of at least £50 million—before 
allowing, however, for the sterling proceeds ot drafts on the gold 
reserve, which in May and June are believed to have been rather 
smaller than the recent average rate of depletion. The fact that 
the first ERP refund of dollars was not received until the end 
of the month and was not at once brought into the accounts does 
not, it should be noted, explain the apparent discrepancy in the 
sanking figures. These ERP dollars 70 to replenish the exchange 
reserves, but bring in no sterling to the Treasury unless and 
until they are sold. 

+ + * 


After the Leather Subsidy 


The third and last of a series of Leather Charges Orders last 
week brought to a close nearly nine months of negotiations. When 
the leather subsidy was removed at the beginning of the year, 
the value of stocks in tanmers’ hands naturally rose. Hides and 
skins had been bought below cost from the Leather Control, but 
the finished leather produced from them could be sold at a price 
related to the current cost of hides. By Order No. 1 the Govern- 
ment proposed to charge the tanning industry with the full value 
of this gain, put at £8,500,000. Tanners protested that since 
they would lose if hide prices fell—and they are traditionally un- 
steady—it was unfair that they should gain no advantage when 
prices rose. Moreover, with the ending of the subsidy, the 
Government’s liability to meet any fall of prices to the 1942 level 
was ended. Accordingly, Order No. 2 postponed the operation 
of the first Order, and an agreement was then reached, the terms 
of which comprise Order No. 3. The Treasury receives one-third 
of the appreciation in value, and the remaining two-thirds (less 
tax) is to be placed in a special account kept by each company 
where the appreciation of stocks exceeds £1,000. Future losses 
on stocks resulting from lower prices can be met, with the Board 
of Trade’$ permission, from these funds. 


The agreement is well-timed, for it is possible that stock losses 
may be just round the corner. Prices of hides and skins remain 
outwardly firm, but several overseas sellers are having difficulty 
in disposing of stocks. Argentina in particular is reported to 
hold two million hides of all types. Madras shippers have been 
holding cut for higher prices without success, and in France 
prices at the July sales fell by 10 to 30 per cent below the high 
level reached in June after decontrol. The limited buying power 
of the French consumer accounted for this setback in prices. 
Tanners in this country also are watching the retail trade for 
footwear more anxiously. Better quality leather is scarce, but 
when it is unobtainable the market is very quiet. So far, foot- 
wear sales have responded well to coupon concessions in May. 


But shoe manufacturers hold large stocks; and they may be 


rather reluctant buyers when the autumn trade starts. 
+ * * 


Dundee’s Jute Supplies 


The new jute crop is now being harvested and preliminary 
reports suggest that the yield will be a little higher than last 
season’s—about 1,550,000 tons. Despite this encouraging news, 
supplies are still short and prices have remained high, with 
Daisce (good marks) at {101 a ton, compared with £82 a ton a 
year ago. Although three-quarters of. the crop is grown in 
Pakistan, only 25,000 tons were exported through Chittagong last 
season. But even if Chittagong handles an average of 18,000 
tons a month during the next year, a Jarge part of the export trade 
is bound to go through Calcutta especially as only a single export 
duty is now payable, Export quotas have not yet been. issued 
either by India or Pakistan but the Indian Government has 
announced that no raw jute will be available for shipment. during 
the July-September quarter and only 45,000 tons for all destina- 


profits which it earns. . These latter. calcula 
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tions during the following three months. Dundee is exp 
to get a quarter of this quantity. Total consumption of tawy 
in the United Kingdom in 1947 amounted to little over oy, 
tons. But weekly consumption during the first five month 
1948 averaged 2,000 tons against 1,850 tons in the same ¢ 
last year. Stocks at the end of June were about 42,000 tonsigy 
21 weeks’ supply, whereas a year ago they totalled 59,000 tone 

Despite the Jute Controller’s recent visit to Calcutta, it ig gy 
problematical whether larger supplies of raw jute will be sg 
to Britain. The promise of good grain harvests in the Norther 
Hemisphere and of another bumper crop in Australia, jy 
heightened the demand for jute cloth, and India naturally prefe, 
to export woven jute rather than raw jute. But the Calcutta 
are not working to full capacity ; one of the limiting factorg} 
the shortage of labour. Their productive potential, if it wap 
fully utilised, would* be more than sufficient to cover the world, 
demand for jute manufactures. If, however, Indian consumptis 
shows no marked increase on last year, some 400,000 tons frog 
the new crop should be available for export. Unrestricted « 
of raw jute to hard currency countries is now permitted and itj 
impossible at the moment to estimate how large such export 
might be. If, however, Dundee received 100,000 tons, it could 
maintain its current consumption throughout the season, withog 
drawing further on stocks which are already low. a 
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Under Section 196 of the new Companies Act dire 
emoluments from parent and subsidiary companies have to | 
disclosed. Emoluments “include fees and percentages, af 
sums paid by way of expense allowances in so far as those 
are charged to United Kingdom income tax, any contribution 
in respect of a director under any pensions scheme, and 
estimated money value of any other benefits received other th 
in cash,” as well as compensation paid for loss of office. ‘a 


Other people’s money is always a popular topic. What use 
purpose is served by thus making public directors’ emolum 
The shareholder is given further facts about his company 
he has every right to know, and prospective investors, 
forming an opinion about a company, may in time be able to us 
this information about directors’ emoluments as a yardstick to 
the cost and efficiency of management of particular companie 
But the new figures also have a wider economic Sao 
they measure the cost of industrial policy-making. 


Cost oF Boarps oF DrREcTORS 











Average | Cost of one 


Directors’ | Number! Emolu- Board 
Company : | ments per | per £°000 <i 
Assets Profit, 
i 
£ £- 
OIE 200d + enced omnes «sbmeeuh §-22 | ng. 
Imperial Chemical Industries .... 1-9 | 
Whitehead Iron & Steel......... 15-80 | 46-4 
~ See eet w eer esenerersese 9-19 | 82 re 
ee SS 1-37 | OM 
BOGS: hic cd os nv chlakicelks cbde 14-26 42-0 
Beecham Group.........s+ss0: 4-01 31-80 
CO 055s Sule nd an hee o tus . 2-48 | 55 
IR. Thomas and Baldwins....... ‘ 2-08 | Le 
British Insulated Cables. ........ § 2-03 4 
AB FUNG oc cdepedasucearess ,000 8-71 
WSS es kbs Adds seen pd 20,570 9°82 | 72-80, 
BW Fess heci ee ncesbes 6-42 - 








Publication of directors’ emoluments may suggest some provie 
sional answers to a number of important questions. At what 
point do higher payments to individuals, or the increased total 
cost of enlarging a board of directors, absorb more revenue than 
they contribute by way of more efficient management? In text | 
book language, where do diminishing returns on the expense 

management set in ?. The question poses the further problem 
of how cost of management should be measured. In the accom 
panying table particulars of ‘directors’ remuneration are given 
for twelve companies. The table shows total emoluments, the 
average emolument per director, and the cdst of total emolumef 

expressed per thousand pounds of group assets and per thousand. 
pounds of group gross profits. The list is arranged in descending 
order of the average sum paid to each director. But this, cleatly, 
is not the criterion of directorial. efficiency. That can be better 
measured in the two last columns—which reflect the size # 
the undertaking which the directors. administer and the gros 
tions show that 
take two companies 


the directorial costs of D _and Pye. wo. 
ee eee head and 


quite arbitrarily because they appear’ at 


© 
















Bese 
esse 


sb 





Cost of 


ss | tigi 


as 


38a 





THE ECONOMIST, July 24, 1948 


of the ae nem cannot be measured by total costs or 
averages head... Whether .the.. recalculation .of directors’ 
Sipchuments iat temielat pein Ge pinta’ profits is the final test 
of value for shareholders’ money may be open to further 
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tion and co-operation on the part of the men, and for a more 
liberal attitude on the part of managements, if joint consultation 
on the railways is to be effective. 


argument. The rage provides no feat conclusions about the * * * 

relation between the size of a business and costs of management. ‘Tea Imports and the Ration 

It suggests that cost of management tends to be higher in the ; : ; 

distributive trades than in industry, and that, within broad limits, Tea imports from India and Ceylon together with purchases 


the bigger unit spreads cost more economically than the smaller 
one. 
* * * 


Workers’ Control 


Ciaims for the greater participation of workers’ representatives 
in the management of industry have recently been heard from 
three powerful trade unions. Mr Arthur Horner, at the miners’ 
conference, hinted that the time might come for the National 
Union of Mineworkers to seek direct representation on the Coal 
Board, including chairmanships of Divisional Boards. It is true 
that Mr Horner was not stating NUM policy, and the president 
of the union stated at the same conference its intention of re- 
maining independent of the Board. The current fournal of the 
Amalgamated Engineering Union advocates that trade unionists 
should be trained for management since, in its view, many able 
and experienced union organisers could, with training, easily 
qualify for managerial posts. But the claim for workers’ control 
put forward by the National Union of Railwaymen is the most 
immediate and definite of the three. 

As long ago as 1914, the NUR conference passed a resolution 
calling for natienalisation and demanding for organised railway- 
men “a due measure of control and responsibility in the safe and 
efficient working of the railway system.” Last week, its General 
Secretary, Mr J. B. Figgins, urged that three more union repre- 


from the smaller overseas suppliers should be sufficient to cover 
a ration of 2 oz. a week for the rest of 1948. There was little 
surprise When earlier this year the Ministry of Food failed to 
obtain the full 150 million Ib. of tea which it had hoped to pur- 
chase in Ceylon—at by no means ungencrous prices. The Ministry 
received tenders for only 96} million lb.—5 million Ib. more than 
in 1947. Indian tea production is forecast at $50 million Jb. this 
year, or 10 per cent. more than last season. Though no accurate 
estimates are available for Pakistan, it is expected to produce 
80 million lb. From India the Ministry of Food will purchase 300 
million lb. of tea this year and from Pakistan about 25 million Ib. 
African supplies, coming chiefly from Kenya and Nyasaland, 
where production was greatly expanded during the war, should 
again provide about 14 million Ib. With smail quantities from 
various other countries, including China, imports should thus 
amount to at least 435 million Ib.—a useful increase over last year’s 
supplies, but still well below the prewar figure. In addition some 
open market purchases are not out of the question. 

At the present level of consumption, it should be possible to 
replenish stocks. Yet the margin is not excessive. A temporary 
increase in the ration, say over Christmas, could be justified 
but any addition to stocks this year might prove more useful as a 
bargaining counter in later price negotiations with the suppliers. 

TEA CONSUMPTION AND ImPpoRTS IN GREAT BRITAIN 
(in million Ib.) 


1938 1947 1948(a) 
sentatives should be appointed to the Transport Commission in Imports.............e.ceee00s 526-7 388-7 435-0 
order to “ put forward the workers’ point of view,” and suggested Consumption ................. 510-0 436-0 401-2 
that the union should have a yoice in matters of promotion. Re-exports .....+-.6-eseeeeees 66-0 14-3 14-3 
The men wanted to be “not beggars, but partners.” They com- Chatige Im SE0CKS 5 40.0.5: dnneases —49°-3 —61-6 +19°5 


plained that too many opponents of nationalisation were in posi- 
tions of authority. The union was seeking an interview with the 
Minister of Transport to press its case. 

Mr John Benstead, the former secretary of the union who is now 
a member of the Commission, reminded the conference that 
public ownership did not exist merely to provide better conditions 
for the employees, important though that was, but that the interests 
of the community must come first. Mr Benstead stressed the 
importance of developing consultation at all levels. Effective 
consultative machinery has been singularly lacking on the railways 
and even the General Secretary admits in his report that “ little 
enthusiasm has been displayed in the past, particularly among 
the lower-paid grades, for participation in the local negotiating 
machinery.” There seems to be a clear need for greater educa- 


(a) Assuming 2 oz. ration for the whole year. 


Until the Netherlands East Indies can raise their exports from 
the present purely nominal level, the Ministry of Food is bound 
to be in a weak bargaining position against other growers. There 
are signs that greater supplies may soon be forthcoming from 
Indonesia, though exports from that area to Britain cannot be 
expected to approach their 1938 figure of 30.2 million lb. for some 
time. A sizeable, or even promising, resumption of exports from 
the Netherlands East Indies, not only welcome in itself, might 
also make the Ceylon growers more responsive to this country’s 
needs. At present, by selling only 60 per cent of its prewar 
exports to Britain, Ceylon’s contribution has been lowered by 
60 million lb., and even a partial filling of this gap would make the 
British tea position relatively comfortable. 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records and Statistics Supplement. Notes on the following company 
reports appear in the Supplement: Hudson’s Bay Company; Lewis Berger; Renold and Coventry Chain. 
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High | Low _ Y i] i 1948 t High | Low Po (a) <7 e Poi ee bee a 
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102 #4 | 100 IWar Bons ©, March 1, 1952-54. /) 014 .0)118 8¢) 101 3 (a) i) | Argentine 34%. . | i | WE 3 9 4 
104} 101% ||War Loan Peer Ben 1, 1952); 1028 | 102% 1/1 7 8}219 9) 8&8 6k 50 ¢ 50 ¢ ||Anglo-American Corp. "}0s.. fi 6% | - 143.3 
1023 | 99; \IWar Bonds 248 ee 2 1964-56. | Oldexd| LOLBxd 1 1 0\2 3 O¢ 10% #& | 5 a| 25 6 |\AngloIranian Oil {1....... i 8s } 8 |335 0 
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x Titles of the lectures include, London on the Move, 
The Story of the Underground, The Story of the London 
Bus, How London’s Tube Railways are Built, A Night 
with London Transport. For details, write to 
the Publicity Officer, London Transport, 55 
Broadway, S.W.1. 





Investing 
money 


WITHOUT 
ANXIETY 


Wiirnout trouble to you, and without charge, 
your Bank is now able to make it easy for you to invest 
money towards your own future security—and your 
country’s prosperity. Your signature on a Banker’s Order 
form will ensure for you either a single purchase of a 
number of National Savings Certificates, or the regular 
monthly inflow of as many Certificates as you like — up 
to the total of 1,000 which you may hold. In ten years’ 
time each 10s, Certificate will be worth 13s.—your £500 
will have grown to £650 tax free—a very worthwhile 
investment indeed. To the surtax payer the Savings 
Certificate is even more profitable. See your Bank 
Manager about it today. 


SAVE— The Bank Way 


Issued by the National Savings Committee 
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Your customers for 
life if you act in ti 





The under ; 





War conditions have created a unique generation of under 
35’s—a generation which, owing to service in the forces and 
to shortages, has grown up without the opportunity to form 


brand preferences. Now, with money to spend, these younger 
men and women are eagerly forming buying habits which 
may remain unchanged for the rest of their lives. From this 
vast fluid market (over a third of our adult population is 
aged under 35), the Daily Mirror, with a net sale of over 
3,700,000 daily, draws nearly half a million more adult 
readers than any other daily paper. The under-35’s are 
the key to your future prosperity. Talk to them through = 
advertisement columns of the Daily Mirror. 





470,000 more adult readers under 35 than any other 
national daily paper (vide independent Hulton Survey) 


. 


Cost of advertisement space (per column inch per 
thousand readers) lower than any other national dally 


Daily 
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COMPANY MEETINGS 
Le 


BLEACHERS’ ASSOCIATION, LIMITED 


SIR ALAN SYKES’ REVIEW 


The forty-ninth ordinary general meeting 
of Bleachers’ Association, Limited, was held 
at the Midland Hotel, Manchester, on Mon- 
day, the 19th instant. Sir Alan Sykes, Bt. 
(the chairman), presided. 


In proposing the motion for the adoption 
of the report and accounts, Sir Alan said: 
The report of the directors and the state- 
ment of accounts have been circulated, and 
as they have been in your hands for some 
time now, you will, no doubt, agree that 
they shall be taken as read. (Agreed.) 


Before dealing with the accounts I should 
like to refer to the loss which we have 
suffered through the death of Colonel H. M. 
Hardcastle. He had been a member of the 
board for more than forty years, and was 
always ready to place his knowledge and 
experience at our service. He was deeply 
interested in the advancement and well-being 
of the Association, and we shall miss his 
genial presence and his abounding faith in 
the future of our company. 


As you will have learned from the report, 
the accounts are presented this year in the 
form now required by the Companies’ Act, 
1948, and for that reason they are in many 
respects not comparable with the accounts 
for previous years. ‘There is one item in 
particular where the change of method is 
not unlikely to lead to incorrect conclusions, 
and to which I feel that I should direct your 
aitention at once. This is in the amount of 
the net trading profit this. year compared 
with the figure which appeared in the 
accounts for the previous year. In the past 
we have always shown the dividends payable 
at the gross amount before deduction of 
income tax, and the provision for taxes 
charged against the profits of the year was 
less than it otherwise would have been by 
the amount of tax deductible from the divi- 
dends on payment. The Companies’ Act 
now requires dividends to be shown at the 
net figure payable, and, therefore, the pro- 
vision for taxes charged against profits is 
increased by an amount equivalent to the 
tax deducted from the dividends. 


INCREASE IN PROFITS 


In the accounts under review, the tax on 
dividends amounts to £90,731, and in com- 
paring the net trading profit, after providing 
for depreciation and the payment of deben- 
ture interest, which appears in the report 
and in the profit and loss account this year 
at £188,023 with that of last year, which was 
£233,679, we must increase this year’s figure 
by £90,731 to obtain a correct comparison. 
The net trading profit this year is therefore 
£45,075 higher than that of last year—not 
£45,656 less, as might be assumed from a 
superficial comparison of the published 
figures. 

_ As I have referred to the net trading profit 
it will perhaps be more convenient if I dea 
now with the profit and loss account and the 
Proposed distribution of profits before ¢x- 


plaining the few changes that appear in the 
balance-sheet. 


The profit and loss account is presented 
as a consolidated account in the form now 
required by the Companies’ Act, and this 
precludes any detailed comparison with the 
consolidated account published last year. 
The figures which relate to the Association’s 
balance sheet—as distinct from the consoli- 
ee balance sheet—are shown in heavier 

The item described as “Trading Profits 
Available "—£763,299—which appears on 
me pgpedt ggrn tyres et tng 
hot a true profit, since it is charged on 
debit side with directors’ fees, salaries of 
management and auditors’ remuneration, 


which are now required to be shown separ- 
ately. Neither does it include the income 
from investments which appears at £86,922. 


PROFIT ON SALE OF INVESTMENTS 


The profit on the sale of investments— 
£166,299—has been transferred to the depre- 
ciation and obsolescence fund, as shown by 
the entry on the other side of the account, 
and there used for writing down the value of 
certain works properties, which were closed 
under concentration and which aré not likely 
to operate again. Also, on the debit side 
of the account, provision has been made to 
the extent of £35,000 for the cost of re- 
opening concentrated works. 


Apart from the items to which I have 
already referred and the provisions for taxa- 
tion, which amount to £319,927, and which 
are now required to be shown separately, 
the remaining items on the debit side of the 
account are in all respects comparable with 
last year and show no material change. 


The net profit amounts to £219,862, of 
which £188,023 constitutes the profit of 
Bleachers’ Association, Limited, and this 
amount appears in the report of the direc- 
tors, together with our recommendations as 
to its distribution. 


Including the amount brought forward 
from the last year’s accounts—{156,488—we 
have available a total of £344,511, out of 
which we have paid an interim dividend on 
the preference stock for the six months ended 
September 30, 1947, which after deduction 
of income tax amounted to £37,623, and 
interest on that portion of the funding cer- 
tificates redeemed on October 31, 1947, 
which required £1,098. 


REDEMPTION OF FUNDING CERTIFICATES 


Our recommendations cover the payment 
of interest on the funding certificates for the 
year to March 3lst last, amounting to 
£3,043, and the final dividend on the pre- 
ferente stock amounting, after deduction of 
income tax, to £37,623. We propose to re- 
deem the whole of the outstanding funding 
certificates in October next, and for that 
purpose we are providing out of the year’s 
profits a sum of £20,000, in accordance with 
the conditions under which the certificates 
were issued, The remainder of the amount 
required for this purpose—{118,368, is being 
taken from: the available revenue reserves. 
Finally, we propose the payment of a divi- 
dend on the ordinary stock at the rate of 
3 per cent., which is the same as last year, 
and to increase the amount carried forward 
by £57,132 to a total of £213,620. 


We had every intention of paying an in- 
cfeased dividend this year if trading condi- 
tions permitted—which they certainly have 
done—but in view of the Government’s ex- 
hortation to limit dividends to the amount 
distributed in the previous year, we feel that 
this injunction must be observed. In these 
circumstances, we have thought it best to 
take the opportunity to redeem the whole of 
the outstanding funding — certificates, and 
thereby greatly to eeeers the prospects for 
the ordinary stockholders when the present 
ban on increased dividends is removed. 


BALANCE SHEET 


Such changes as have taken place as a 
result of the year’s operations are shown 
more clearly by the Association’s balance 
sheet than by the consolidated balance sheet, 
and my remarks will relate therefore to the 
former account, 


Here again, the balance sheet is drawn up 
to conform to the reauirements of the new 
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Companies Act, and since this involves some 
reclassification of assets, it is not possible in 
all cases to make direct comparison with the 
figures for the previous year. 


The net addition to the value of fixed 
assets, which appears at £6,105, does not 
represent the full expenditure on capital 
account during the year—the total was very 
much larger than that, but it has been offset 
by an aimost equivalent amount derived from 
sales of property. 


We have written off during the year a 
sum of £201,355 in respect of renewals and 
replacements charged against the depreciation 
and obsolescence fund, and in respect of 
works properties which have been closed 
under concentration, and which are unlikely 
to be reopened. The greater part of this 
amount has been provided by the profit on 
the sale of investments, which has been 
transferred from the profit and loss account 
to the depreciation fund. 


Under the modified definition of a sub- 
sid:ary company introduced into the Com- 
panies Act, the item appearing under the 
heading of shares in subsidiary companies— 
£137,252 is cubstantially less than the cor- 
responding item in the previous balance 
sheet. The difference is included in the item 
trade investments, which are now separated 
from quoted investments The changes are 
merely in the classification and the aggregate 
of the three items 1s little different from the 
previous ye°r’s total. 


INCREASE IN WORKING CAPITAL 


Advances to subsidiary companies at 
£1,348,255 are considerably higher than last 
year—the increase being almost £500,000. 
This item represents the working capital of 
our subsidiary companies, and the increase 
is attributable to the increased volume of 
trade and to the higher cost of all materials 
used in production. 


On the liabilities side of the balance sheet, 
the principal changes are in the separation 
of provisicns for taxation and sundry revenue 
reserves, which previously were included 
under the heading of trade creditors and 
provisional accounts. We have utilised a 
part of the revenue reserves to round off 
the general reserve fund and the contingencies 
fund to £500,000 and £175,000 respectively, 
and we have withdrawn the sum of £118,368 
to complete the redemption of the funding 
certificates. 


I do not propose to take you through the 
consolidated balance sheet, since it. merely 
reflects the cl anges to which I have referred 
in the Association’s balance sheet, together 
with the balances in the accounts of our 
fully controlled subsidiary. companies, The 
consolidation involves some further re- 
arrangement of the assets and _ liabilities, 
mainly by the breaking down of the working 
capital of the subsidiary companies into its 
component parts, which in the Association’s 
balance shect, were shown as advances to 


subsidiary companies. The effect of the © 


consolidation otherwise is not important, and 
the totals of the two balance sheets differ by 
less than £500,000. 


IMPROVED TRADING RESULTS 


You will have judged from the figures I 
have given you that the trading. results of 
the past year were better than those of the 
previous year. Primarily, this was due to 
the increased volume of trade. Such advan- 
tage as we derived from the belated increase 
in prices, approved by the Board of Trade in 
March, 1947, to cover increased costs which 
we had borne since early in 1946, was neu- 
tralised by the further increase in costs which 
accumulated during the ensuing year. 


The increased profits. derived from the 
increased volume of trade would have 
enabled us to pay, as I have intimated earlier, 
a higher rate of dividend on the ordinary 
stock, and having regard to the past dividend 
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record under the depressed conditions which 
have governed our trade for so many years, 
I believe that we could have justified the 
non-observance of the Government’s request 
to limit the rate ot dividend to that of the 
previous year. Nevertheless, we felt that 
the right course of action was to support the 
Government in its policy of disinfiation. 

I believe you will agree that we have done 
right in shaping our policy to what we believe 
to be the national interest, and, though it 
presses somewhat hardly on the ordinary 
stockboiders, they have the satisfaction of 
knowing that we have credted a more solid 
foundation for a beter return on their capital 
than they have been able to contemplate for 
a long time past. 


Sir William Clare Lees, Bt., seconded the 
resclut'on, and the meeting approved the 
report and accounts. 


The secretary announced that transfers of 
the 4 per cent. funding certificates due fer 
redemption on October 30th will be accepted 
(accompanied by the certificates) on or before 
September 306th. 


A vote of thanks to Sir Alan Sykes for 
pres ‘ding was moved by Mr. J. G. Gray and 
carried unanimously. 


HUDSON’S BAY COMPANY 
RECORD RETAIL SALES 


The two hundred and_ seventy - ninth 
annual general court. of the governor and 
company ef Adventurers of England trading 
into Hudson’s Bay will be held, in London, 
on the 6th proximo. 

The following is an extract from the circu- 
lated statement of the Governor, Sir Patrick 
Ashley Cooper: The company’s working 
capital requirements during the year to 
January 31, 1948, fluctuated considerably in 
the ecoromic condit.ons and even now are 
such that it 1s not possible to predict what 
may be required, but we believe our financial 
arrangements are sufficient for the immediate 
future. The year’s pattern in retailing has 
been a strong demand for consumer goods, 
vagaries in the flow of merchandise, and 
many price increases. Nevertheless, 1947 
must be classed as a good, although d-fficult, 
year in retailing 

The retail stores department is of primary 
importance and makes the greatest revenue 
contribution in our organisation. During 
the year under review the total sales con- 
stituted @ record m value—although not in 
volume. In a difficult year we have every 
reason to be pleased with the results of this 
department, and we expect that wth the 
continuance of our policy of modernisation 
its future activities and results will improve. 

The activities of cur fur trade department, 
viewed as a whole, were successful and re- 
suited in a substantial profit on the year’s 
operations, despite increases in operat ng costs 
attributable largely to higher wage levels and 
the rise in cost of all essential equipment. 
In London our fur sales organisation can 
fairly claim to have successfully re-established 
London as an international fur market, and 
the great entrepot trade which has been 
built up és mak.ng a valuable contribution 
to the national economy. 


NOTICES 


te 


A® ASSISTANT to the Financial Controller is required by a firm of 
light engineers in tue London area, manufacturing well-known 
office machinery. Respons.bilities would include the supervision of the 


accounting, budgetary control and standa 


Candidates must be qualified and must have held an executive position 

eace of budgetary control and standard costs, and initiati 
some experience in the engineering industry is desirable. Age not | Imitiative an 
over 40. Four-figure commencing s . Applications, giving age, full 
details of education, qualirications, experience, 


in industry. A know 


salaries earned, should be 


Ceonresry for Business Concerns. Gentleman, F.S.S., M.1.E.E., 
with the following experience, seeks permanent position or single 
task: International negotiations (Export and Finance), economic, statis- 
tical and legal University Training, Linguist, modern Production Plan- 
and Motion St connections in most con- 


ning (Time udy, ete.), 
tinental countries,—Write Box 771. 


addressed to Robson, Morrow & Co., 59, New 
Cavendish Street, London, W.1. marked “* Application.” 


THE WHITEHEAD IRON AND 
STEEL COMPANY, LIMITED 


IMPROVING SUPPLY POSITION 


The torty-first annual ordinary general 
meeting of the Whitehead Iron and Steel 
Company, Limited, was held on the 20th 
instant at the Westgate Hotel, Newport, 
Mon., Mr G. H. Latham, chairman and 
managing director, presiding. 

The chairman, in the course of his speech, 
said :— 

During the past few years, certain changes 
have been made in the form of our accounts 
in order to bring them into line with modern 
accountancy practice. The Companies Bull 
has rtow reached the Statute Book and be- 
came operative on July 1, 1948. To comply 
with the requirements of the Act, some 
further changes have been made this year. 
Consequently, we are submitting a consoli- 
dated balance sheet and profit and loss 
account for the parent company and its sub- 
sidiaries. In that balance sheet it is shown 
that the net assets, i.e., after deducting all 
liabilities, amount to £2,914,298. The current 
assets, including Government and other 
securities (£766,976) total £2,408,730, and 
exceed by £1,401,674 the amount of current 
liabilities (£1,007,056). The liquid position of 
the group is therefore exceptionally strong. 


THE ACCOUNTS 


Dealing with the accounts of the parent 
company, it will be noted, with satisfaction, 
that during the past year we have paid off 
the balance of the 54 per cent. first mortgage 
debenture stock, so that there are now no 
prior charges of any kind. 


The total amount of £300,000 provided for 
special depreciation during the war years, 
instead of being applied to the reduction of 
the value of fixed assets, has now been trans- 
ferred to depreciation reserve. This transfer 
has the effect of contributing to the increase 
of the book value of the net assets, which now 
stand at £2,618,391, compared’ with 
£2,110,681 as at March 31, 1947. 


The profit and loss account shows that the 
trading profit for the year to March 3lst 
last amounted to £627,843, a decrease of 
£36,090, compared with the previous year. 
Income from dividends and interest amounts 
to £63,166, representing an increase of 
£15,311, 


After making full provision for taxation 
liability and depreciation, the net profit of 
£292,106 is £33,407 less than the corre- 
sponding figure of last year ; adding the sum 
of £60,846 brought forward from 1946-47, 
the total amount available for the year is 
£352,952, out of which an interim dividend 
of 12! per cent., absorbing £53,888 (net) has 
been paid, leaving a balance of £299,064. 

Your directors propose to transfer £150,000 
to general reserve, and to recommend the 
payment of a final dividend of 17} per cent., 
less tax, making a total distribution for the 
year of 30 per cent. (less tax), and to carry 
forward a balance of £73,620. The general 
reserve, after making this transfer, will stand 
at £1,200,000. 


S RHODESIA or 8S. AFRICA—Active Partnership or Directorship 
« wanted im some established farming or industrial enterprise 

business executive with 13 years’ experience in Far Bast prece 
years in Indian Army (Lt.-Col., D.8.0.) and 2 years in Germany, 
; — i ae Wack 48, very fit and energetic, willing to invest up to £12,000.—Write Box 
Oe ee cee eae OREIGN Office Executive (age 33), anticipating redundancy, 
promising position 


(preferably on Continent) offeri scope fi 
energy. Knowled *ot economic con . ae 


some extent sh ng. 


positions held and fications. Kno 





brightly-written . 
—Is. 1d. 
18 Ashley 









and extensively connected ir 
Able 








free from the I 
lace, 5.W.1, or from any 


{ASTERN WORLD 


.. everyone should read it. . . ;"—Sir Ernest 
nstitute of Public Admi 


, independent month 
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A DIFFICULT YEAR Lege 


During the year the whole of our 
which is of the latest design, has 
efficiently maintained. The year 
review has been an extremely difficult ope 
very largely due to an acute shortage of oar 
finished steel, which is the raw material es. 
quired by these works. This has led tg; 
piant being used for the manufacture of 
and sections of steel which are by no mean 
suitable. This policy has, however, 
us to keep our men employed to a 
extent that we could have done otherwise, 
With adequate supplies of suitable Taw 
mater:al, we could easily have doubled ou 
output during the year. I am pleased to 
the position is now showing distinct gion 
of improvement which I sincerely hope ai 
be maintained. 

Geographically, our works is in an excel 
lent position to cater for the export : 
which normally represents approximately 49 
per cent. of our output. Having regard, how 
ever, to the enormous unfulfilled requige 
ments of the home trade and the lim'te 
quantities of raw material placed at our dig 
posal, the bulk of our production is r 
absorbed by the home market and only 4 
very small proportion of our output can be 
spared for export. Our products happen y 
be those which are in very great dea 
but are in short cupply.. Nevertheless, Tam 
happy to say that once we can settle down 
more norma! trading condit‘ons we have4 
plant which enables us to compete by 
our products in a suitable quality at com 
petitive prices in the overseas markets. 

Welfare —The welfare of our ever-increay- 
ing number of employees is taken care @ 
in every respect. We have a full-time welfate 
officer, and our sports ground at Bassalegis 
well used and caters for every kind of sport 
Our medical services are efficient, and ou 
surgeries “n the various works are staffed 
by an excellent body of trained nurses, ~ 


SPECIAL DIRECTORS 


An extraordinary meeting will be held im- 
mediately after the annual general m 
for the purpose of passing a special resoluti 
to amend the company’s articles so.as tog 
the board power to appoint special directon. 
The text of the resolution shows where the 
status and responsib'lities of the special diee- 
tors will differ from those of full membersol 
the board. 
The aim of the board in creating this 
special class of directors 1s to draw into mor 
intimate association with the fermulation of 
policy certain senior officials responsible for 
the conduct of particular spheres of the firm’s 
activities. The creation of special i 
may be regarded as recognition of 
responsible character of the work done by 
the officials concerned, and achieving th 
most effective integration of the company’ 
varied interests, 3 
I should like to pay a warm tribute ® 
cur staff and employees, both of the Whitt 
head Iron & Steel Company, Limited, and 
its subsidiary compamies, for their loyal se 
vices during the year, I am sure you we 
wish me to accord to them the thanks. ¢ 
stockholders represented at this meeting. 
The report and accounts were adopted. 
At a subsequent extraordinary gen 
meeting the proposed alterations in @ 
Articles of Association were approved. 
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GOVERNMENT RETURNS 


For the week ended July 17, 1948, total 
ordinary revenue was 448,368,000, against 
ordinary expenditure of £63,095,000 and 
issues to sinking funds £30,000. Thus, in- 
cluding sinking fund allocations of {3,473,493 
the surplus “accrued since April ist is 
{184,647,724 against {275,823,724 for the 
corresponding period a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 





Receipts into the 


Exchequer 
: (£ thousand) 
Est: 3-40 
Revenue mate, cee Se Week | Week 
1948-4 to to | ended | ended 
July | July | July | July 
i9 17 19 i7 
1947 1948 | 1947 | 1948 
Pa RDINARY | } | 
REVENUE 
Incowie Tax...... 13091 234,990 257,887) 28,434) 17,585 
Sur-tax ..| 90,000) 14,380 19,700} 350} 350 
Estate, etc., Duties) 160,000; 52,683, 57,700, 4,800; 2,900 
Stamps. ....++-¢- 55, 000; 12,170) 17,835) 800, 1,350 
Profits Tax | | 250,800) 7,010) 26,110 550. 1,150 
E.P.T. ; 61,448 42,850! 3,600; 1400 
Other Inland Rev. 1,000) 95} SS) 3-35 5 
SpecialContributn.s §0,000) ... | 6,700) ©... 650 


nee — | prrnnye} 


Total Inland Rev 1915150 382, 776, 428,867) 28,534) 25,090 


Pe ce ne | a = 





er ney | ate ection feet 














Customs........5 | 820,600, 233, 077) 248,758) 10,700, 13,929 
Excise ..........} 726,550) 147,100 195,800 6,400; 5,800 
{ oe, i 
Total Customs &| { | j | 
Excise ....... (1547150) 380,177; 444,558) 17, 100) 19,729 


or, _—_ 


Motor Duties .| 50, 000; 7 215) 6,959) 112, 412 
Surplus War Stores! 102, 000) 60, 007) 20, 166, 30,245) 1,670 


Surplus Receipts, - 
from Trading. ..] 7000 25,000 ead 5, 











Wireless Licences.| 11,000! 2,140! 2,220) eh 
Crown Lands..... 1, 210) 180) one 
Receipts from { | 

Sundry Loans. .| 14,000} 12,382) 4, 607| 1,970 





Miscell Receipts. | 68,000, 154,777) 21,207! 10,24] 1,467 
















































Total Ord Rev.. |3765300, 1024684) 930, 189 93,202! 48,368 
Serr-BaLaNncine |} \ 
Post Office... ... | 150, 39,280) 41,0601 1,900, 2,000 
Incorne fax onl 
E.P.T. Refunds! 16, p 8,436) 
FOUN since dated 3931 jovose0 sania or 50,456 
Issues out of the Exchequer 
to meet payments 
. ({ thousand) 
. Esti- |"Apnl | April” 
Expenditure mate, 1 q Week | Week 
1948-49) to to | ended | ended 
ul July | July | July 
iv 7 19 l7 
97 | ges | 1987 | 1948, 
ORDINARY 
EXPENDITURE 
Int. & Man, 
Nat. Debt. ...1 500, 129, 5,846 
Payments to 
Ireland. ....... 26, 5,77 eee 
Other Cons. Fund 
Services seeewes 8, 000 a 1 249 
ROMs... scdtiens | 534,000/ 138,755 133,171 6,097) 6,095 
Supply Services . aan leay 606,634! 608, 897} a, 57,000 





Total Ord. Expa.. asses 745,389] 742,068 6, 091] 63,095 


Sinking Funds, . *e - 3,47 
Seir-BALANCING he 
Post Office....... | 150,200 39,280) 41,060) 1, 


Income Tax on, 


E.P.T. Refunds) 26, ooo) 6 aa 2, 
WOO oc weind cee Sian 791,105, een oe 65,213 


After decreasing. Exchequer balances by £423,737 to 
£2,705,139, the other operations for the week increased 
the gross National Debt by £31,515,749 to £25,718 million 

















NET ISSUES (£ thousand) 
P.O. and Telegraph Acts, 1946 and 1948......... 400 
RPT. Reheat. oo si hc nce g enn 4 raat 108 
Overseas Trade Guarantees Act, 1939, sec. 4(1).. .. 1 
Local Authorities Loans Act, 1945, sec. S(1)...... 4,350 


(Centralised Buying) Act, 1947, sec. 21(1).. 10,000 
War Damage: War 


Finance Acts, 1946 and 1947, Post-war Credits.... © 323 
17,182 





Damage Comunission .....<,. . 2,000 . 


CHANGES IN DEBT (f thousand) 
Net Receipts Net RepayMENTS 





Treasury Bills’.... 6,505 | Nat. Savings...... 500 
a4 % Det Bonds . a 230 3% Det. Bonds... %2,577 

ax Reserve Certs 982 Other Debt :-— 
Ways and shen Internal. ..,. a 71 
Advances ..,... 26,950 External ....... 4 
4,667 3,152 


* Including £1,978,000 paid off on maturity 


FLOATING DEBT 





(£ million) 
Ways and | 
Trea- 
Means i 
Advances. | Toy i 
~~ | Bank | posits | ing 
of by | Debt 








Eng- } Banks 
ened 








suie ee txt vl hine x | 
July 19 2180-0 2503-1| 328-9 1408-5 | 6420-5 





3 
8 
~5...}1410-0.6523+5 
0 
3 


1948 | 
Mar 31) 4910-2 | 334-8] 6-0 | 1291-0) 6542-0 
~Apr--10) 2160-0} 2752-0} 328-9 1326-5 | 6567-4 
»» 17) 2160-0) 2750-0) 324-4] ... | 1340-5 | 6574-9 
> 24 2170-0! 2716-9] 322-5] <.. | 1349-5 | 6558-9 
May 1) 2180-0} 2689-3) 322-9] ... | 1346-5 | 6538-7 
y» 8} 2200-0 | 2643-2) 310-2]... | 1346-5 / 6499-9 
» 15} 2210-0} 2643-5| 301-0) 20-3: | 1326-5) 6501+3 
» 22) 2210+0| 2626-6 | 297-8 | 14-8 | 1362-0 6512+1 
1» 2922100) 2620-2) 303-3] ... | 1377-0 6510-5 

June 5) 2210-0 | 2616-7) 283-2.|.3 

» 12) 2210-0 | 2608-9) 281-7 | 1-0 | 1423-5| 6525-2 
> 19 2210-0 | 2635+2) 274-0 | 11-3 | 1443-5 | 6573-8 
30} 4817-3. | 270-5 |... | | 1468-0} 6555-7 
3 | 1429-5 | 6547-7 


July 10} 2210-0 | 2625-9} 282- 
> " 2210-0} enon 4| 296-5 | 12-8 ow 5 6581-1 
i 





TREASURY BILLS 
{£ million) 





Amount eo on 

Pa rd wt ance | ABatand 
Offered (Applied anotted ment Min, 
{for | {~~ [Rate 


1947 ve 
July 18 | 170: = 294-5 | 170-0 


April 16 | 170-0} 267-8 | 170:0} 10 3-15 55 
» 23} 170-0 {| 295-1; 170-0} 10 2-51 42 
» 30} 170-0 | 287-9) 170-0; 10 14 45 

May 7} 170-0}; 290-3/ 170-0] 10 1-24 43 
» 14 | 170-0) 290-7} 170-0; 10 1-36 45 
» 21} 170-0 | 294-5 | 170-0} 10 1-26 43 
» 28 | 170-0 | 278-6 | 170-0} 10 1-68 50 

June 4 | 170-0 | 2958 | 170-0; 10 1-20 40 
» lL} 170-0} 277-5; 170-0; 10 1-70 49 

-» 18} 170-0} 259-6 | 170-0} 10 1-89 57 
» 25 {| 170-0} 279-7 | 170-0 | 10° 1°65 48 

July 2} 170-0 | 286-8 | 170-0; 10 1-45 45 

» 9} 170-0} 276-5) 170-0} 10 1-48 48 
16 | 170-0 | 279-7} 170-0 | 10 1°55 48 





“ta Jaly 16th applications for bills @ to be paid on Monday, 
Tuesday, Wednesday, Thursday and Friday were accepted 
as to about 48 per cent of the amount applied for at 
£99 17s. 5d. and applications at higher prices were accepted 
in full. Applications for bills to be paid on Saturday were 
accepted at £99 17s. 6d. and above in full, £170 million 
(maximum) of Treasury Bills are being offered for July 
23rd. For the week ended July 24th the Banks will not 
be asked for Treasury deposits. 


NATIONAL SAVINGS 
(f thousand) oe 
| Week Ended L nat 
july 12, | say ‘10, } July 10, 
| 1947 — 1948 _ 





Savings ‘Certificates -— | 
Recekpss.. 6 lssai.. bess saa 4 } $3,800 
Repayments ...., éSssyee 37,800 





Net Savings... .cccceses: 
Defence Bonds :-— 


Ik Bs 750 Dr.4,000 





855 | 12,055 
30 950 | 12,074 











* Receipts. /les..ccs.h.+- | 22,958 | 14,066 | 176,935 
Repayments ............ pee 13,480 176,399 
Net Savings. ..2...5.... 3.215 | 886] 536 

Total Net Savings......... “ae” 239 \Dr.3,483- 

Interest on certificates repaid i 6,710 

Interest. accrued on savings 
remaining invested. ...... eel: | 2,13 | 33,224 
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& 


BANK OF ENGLAND 
RETURNS 














JULY 21, 1948 
ISSUE DEPARTMENT 
. bt 
Notes Issued:- Govt. Debt. . 11,015,100 
In Circulation 1276,469,214| Other Govt. 
In Bankg. De- Securities ... 1288, aa 870 
pattinext ++ 23,778,619 | Other Sees... 14,917 
Coin (other 
than gold)... 13,113 
Amt. of» Fid.————_ 
UE cic kde 1300,000,000 
Gold Coin and 
Bullion = (at 
172s... 3d, 
oz. fine). .... 247,833 
1300,247,833 130,247,833 
BANKING DEPARTMENT 
Capital’... ee 14,3,600 Govt. Secs.... 366,649,291 
Rest. ..... ee 3,721,922 | Other Secs. ~ 
Public Deps.*. 14,710,650 | Discownts and 
Advances... 15,616,270 
Other Deps. Seourities. . 22,132, 694 
Bankers..... 307,047,550 _-— 
Other Accts.,. 89,124,817 37,748, 964 
396,172,367 | Notes. ....... 23,778,619 
. RS aces 761,065 
429,157,939 429,157,939 


* Including Exchequer, Savings Banks, Conunissioners 
of National Debt and Dividend Accounts, 


COMPARATIVE ANALYSIS 











(£ millions) 
| 1947 | 1948 
July he July is July | July July 
Sinise 
Issue Dept :— | | 

Notes in circulation... .. 408 - pet: 4:1271- on 5 

Notes in banking depart- | 
MOM G5 veesce ieee: | 42-0) 38-8 28-3] 23-8 

Government debt © and | 

eda chou ET Pe 1449: 3 3/1299- 2/1299- 2)1299- 3 
Other securities. ........ , one a 0-8) o-7 


Valued at s per fine oz . 


17/3 173/31 173/39) 179/3 
Banking Dept :—~ 








its ; — 

WES SS. Wi. ee. 8- 9-6; 14-1) 14-7 
Bowles! 5556 666 460. 6% 295-5} 309°3 303-3; 307-0 
CODING iis to. eS Shas 95-3; 92-3) 88-9) 89-1 
PR icons censeecesors } a 411-2) 406-3) 410-8 

Securities :-—~ 
Government. .,......40+ | S31°7| S4T+T) 364-1) 366-9 
Discounts, etc ......0++- 24> 22°0) 10-2) 15-6 
OO iiéwas CteKedande 17-7) 20-2) 21-1). 22-1 
Total..... Whee otros 0 Od 373-7) 389-9 395-4) 404-6 
Banking dept res ..... 44:2; 39-5; 29-0) 24:5 
4 % % % 
_ Proportion "45.255 4s-+ 0. fio” 9-6) 9-1 5-9 
~* Government debt is 211,015,100, c: capital £14,553,000. 
Fiduciary issue 7 from fi, 350 million to £1,300 


million on March 4, 1948, 


“Tue Economist” INDEX OF WHOLESALE 









PrIcES 
(1927 = 100) 

ly 15, | June 29, | July 13, 

sy eta a 1948 ag 
Cones lthis<s bcs 05k Has ) 120-2) 120- - 
Other foods............ 138°8 
Tee. ix nine.« Fin kaw 185-6 
Minerals. ...... Sie a ead ‘ 246-3 
Miscellaneous ......,... 157-8 
163-4 
1913100 ....... sess | 200-8 | 996-9 | 204-8 

GOLD AND SILVER 
The Bank of land’s Official buying price for gold 


remained at 172s. 3d. per fine ouricé throughout the week, 
Spot cash prices were as follows :— 




















| Su.vER Gop 
London |New York! Bombay Bombay 
1948 ae par seeaper 100 tolas} per tola 
dda ghee 
15 | 4 170 i i 4 
pas 14 
Jey 16.. iat 173 & °F 13. 1464 

. i Markets Ne on eines 4 
i 74 oe 0. 10 
an. Shes 4 2 lil 12 


ee 


ey OE FV 
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ee 


THE 


BANK OF NOVA ‘SCOTIA 


(Incorporated in Canada with Limited Liability.) 


Established 1832. 
General Office: semen. Canada, 


Paid-up Capital .. co a es oe $12,000,000 
Reserve Fumd .... ase tse we ween S28, 008,088 


Total Assets over... an “ ee $700,000,000 


Special facilities are available to the public through the Branches 
of this ean for the transaction of business with Canada, Newfoundland, 
Cuba, Puerto Rico, Dominican Republic, Jamaica and the United States 
at New York. 

Address enquiries to London Branch: 

108, OLD BROAD STREET, E.C.2. 
©. G. WEBSTER, Manager. 





B. W. BLYDENSTEIN & CO. 


Established 1858 





BANKERS 





54, 55 & 56, Threadneedie Street, London, E.C.2 





ASHANTI GOLDFIELDS CORPORATION, LIMITED 


NOTICE IS HEREBY GIVEN that an Interim Dividend (No. 104) of 
124 per cent has this day been DECLARED on the issued Capital of 
the Corporation in respect of the year ending Shotemmes 30, 1948. _ This 
Dividend is payable, less Income Tax, at in the £. on and after 
October 21, 1948, to all Stockholders on the Registers on August 31, 1948, 

THE TRANSFER BOOKS will be closed from September 1 to 7, 1948, 
both dates inclusive, for the preparation of Dividend Lists. 


By Order of the Board, 
E. W. MORGAN, Secretary. 
Registered address: 
10 Old Jewr * samen. E.C.2, 
July 13, 1 


ee carne 





-BIBIANI (1927), LIMITED 


NOTICE IS HEREBY GIVEN.that an Imtcrim Dividend (No. 22) of 
. per cent has this day been DECLARED on the issued Capital of the 
Company in respect of the year ending September 30, 1948. This 
Dividend is payable, less Income Tux at 9s. in the £, on and after 
October 21, 1948, to all Stockholders on the Registers on August 31, 1948. 
THE TRANSFER BOOKS will be closed from September 1 to 7, 1948, 
both dates inclusive, for the preparation of Dividend Lists. 
By Order of the Beard, 
E. W. MORGAN, Secretary. 





Registered address: 
10 Old Jewry, London, E.C.2, 
July a8, 1948. 


‘CITY OF JOHANNESBURG 
THREE AND A HALF PER CENT INSCRIBED STOCK, 1952 


NOTICE is here given that in order to prepare the Warrants for 
Interest due ist September next, the BALANCES of the several Accounts 
in the above-mentioned Stock will be STRUCK on the night of 
July 3ist and that on and after August 3rd the stock will be trans- 
ferable ex dividend. 

Fer Barclays Bank (Dominion, Colonial and Overseas) (Registrars of 


the above Stock), 
ROWLAND SMITH, Manager, 
Cireus Place, London Wall, E.C.2, 
July 10, 1948. 





(J ENERAL MANAGER AND SALES DIRECTOR, 48, University 
Graduate, experienced in planning and co- Treating the work of 
the engineering, design, production, home and export sales, advertising 


and personnel departments. Accustomed to handling annual turn- 
At present in charge 
of important division of very large British industrial concern. Has 
enviable and unblemished record: of profitable achievement. ~Available 
shortly for top managerial position.—Write Box 768. 


overs running weil into seven figures sterling. 









-NORANDA MINES LIMITED 


DIVIDEND NOTICE. ; 
Notice is hereby given that an interim dividend of Seventy-five 
Cents {$°75) per share, payable in Canadian funds, has been 
declared by the Directors of Noranda Mines Limited, payable 
September 15, 1948, to shareholders of record at the close of 
business August 13, 1948. 
By Order of the Board, 


Toronto, 
J. R. BRADFIELD, Secretary. 





July 15, 1948. 





in St. Press, Lrp., 
at 22 Ryder eee, St. James’s, London, S.W.1. 





U. Representative : R. S. Farley, 111, Broadway, New York, 6.—Saturday, 
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BANK OF SCOTLAND 


Constituted by Act of Parliament 1695 


AUTHORISED CAPITAL ey eve vee ee alaual 
CAPITAL FULLY PAID one eve +.» £2,400,000 
RESERVE FUND & BALANCE carried forward oes e+» £2,768;5759 

DEPOSITS & CREDIT BALANCES 


as at 28th February, 1948... 00... ice» 87,927,503 - 


Head Office: THE MOUND, EDINBURGH 
Over 200 Branches and Sub-Branches throughout Scotland 
London Offices : 

CITY OFFICE, 30, BISHOPSGATE, E.C. 
PICCADILLY CIRCUS BRANCH, 16/18 PICCADILLY, W. 


REFUGE ASSURANCE COMPANY, LTD. 


Chief Office : OXFORD STREET, MANCHESTER, | 
ANNUAL INCOME EXCEEDS  £17.500,000 
ASSETS EXC ei 


CLAIMS PAID ‘Exceeo £189,000,000 
(1947 Accounts) 


HIS MAJESTY’S COLONIAL SERVICE 


Vacancy exists in Gold Coast for General Manager of Cocoa Marketing 
Board. Candidates should be between 35 and 45 years of age. Organi 
ability and sound knowledge of commercial business practice requ 
Experience of Colonial produce trade an advantage. ee 
for all purchasing, handling of produce, and shipping arrange 
Salary £1,350 per annum basic plus £400 per annum overseas pay. Free 
ay oe passages for selected candidate and wife on appointment 

eave 

Forms of application from the Drener + Reeruitment (Colonial 
Service), 4b, ictoria Street, , London, S.W 


HIS MAJESTY Ss COLONIAL SERVICE ‘ 
A vacancy exists in Trinidad for an Economic Adviser. oon 








should possess a ist or 2nd class Honours degree in, Economics 

considerable post-graduate experience of committee work. The post. 

on agreement for two or three years in the first instance with pr 

of becomin penajonable thereafter. Salary scale $ per annum 

(£1,350-£1, f ante according to Yaualifications and experience, 

Tem rary ee of livi owance of £120 per annum. ee pa 

for cer. wife and ch aren J ence, tg the on on pereeee. : 
and experience rector 0 oe 

(colontat Serv! mat Sor ce) is, Victoria Street, 8.W.1 


UNIVERSITY OF LEEDS 
DEPARTMENT OF GEOGRAPHY 
Applications are invited for appointment to a newly-insituted 
Assistant Lectureship in the Department of aphy at an ini 
salary of £400-£450 (according to qualifications), with effect on October 


Se ges «ga eae should reach the Registrar, University, Leeds 
agg rther particulars may be obtained) not later than 
uly 








UNIVERSITY COLLEGE, EXETER 
Applications are invited for the following posts:— 
ASSISTANT LECTURER IN ECONOMICS 
RESEARCH STUDENT IN ECONOMICS with teaching duties, 
Further Particulars may be obtained from The Registrar. 


T ‘HE LATIN AMERICAN MARKETS need British trade experts of the 
highest training, experience and skill, to achieve export targets, 
Technical-commercial executive (48), offering his services combining 3 
years as Engineer, with highest qualifications, able administrator, 
organiser and sales promoter, 12 years’ experience in South Americat 
countries, fluent Spanish, is prepared to fill a post overseas of highest 
responsibility for a firm, or export group of companies, to direct 
organise manufacture and/or sales on a large scale, Highest credentials, 
remuneration by negotiation. Available immediately. —Box 7 


\XPORT “AND ‘ADMINISTRATIVE “EXPERIENCE, Central Europe, 

Balkans, Far East. Luxembourgian, 34 years, English ublic 
initiative and wide commercial knowledge, fluent English, Fr 
German, some Spanish; willing to take up position in export En 
and/or abroad. —Esslen, 111, Rue des Palais, _ Brussels. 





rT. -COLONEL (age 50) “geeks employment. Energetic and compen 
administrator and organiser. Expert knowledge of transport. 
Widely trevelled. —Box 760. t 
_ aetna nnnnecncenstittae 
i Economics graduate, | business exj experience, it import. and export 
trades, seeks post Market Research or Sales Intelligence. —Box 762 





OUNG MAN (28), good bus business an and i administrative experience, ex | 
Staff Major, seeks responsible a intment as present 
offers limited scope for advancement, post envisaged is one 
will offer reasonable prospects of advancement to executive level @® 
return for loyalty aba Lard work. Willing to travel. Excellent 
references. —Box 765. 


ANADA AND NEW YORK.—Advertiser, experienced le 
travellin me Sas end Amguet, oer tanes commissions. References 
and required.—Box | 


pHe - CHARTERED INS INSTITUTE OF | ‘ARIES.—Di ’ 
requiring the services of CHARTERED SUCRE C Riis to” 
ceoetetal oh and rae executive. — are invited to communicate 
the Secretary of the Institute, 16, George Street, Mansion House, 








EWSPAPER 
July 24, 1948. 





